OCTOBER 1961 


Self-Service in Soft Goods 
Gerald B. Tallman and Bruce A. Blomstrom 


The Supermarket Battle for Store Loyalty Russell S. Tate 
Galbraith's Wicked Wants 
The Challenge of the Underdeveloped National Market 

Richard D. Robinson 


Channels of Distribution for Consumer Goods in Egypt 
Harper W. Boyd, Jr., Abdel Aziz el Sherbini, and Ahmed Fouad Sherif 


Jean Boddewyn 


Creativity in Consumer Research A. B. Blankenship 


How Marketing Research Can Help Railroads Walter Kramer 
Basic Dimensions of the Corporate Image Aaron J. Spector 
An |8th Century Plan for Business Education B. J. Scott Norwood 


A Snobographer's Scholarly Approach to Snobocracy 
Frederick E. May 
A Model for Predictive Measurements of 
Advertising Effectiveness Robert J. Lavidge and Gary A. Steiner 
Increasing the Rate of Return in Mail Surveys Andrew E. Kimball 


Does the "Sleeper Effect'’ Apply to Advertising? 


Martin Weinberger 
An Improved Hand-Tabulation Method George J. Mrazek 


GULAR FEATURES: 


e A Pioneer in Marketing e Legal Developments in Marketing 
* Industrial Marketing e Marketing Articles in Review 
e Book Reviews 


| JOURNAL OFS 

—— 

-, 

me a 

: 
4 
| 


New and Recent Irwin Texts 


@ MARKETING: Text, Cases, and Readings, Revised Edition 
By HARRY L. HANSEN 


@ MATHEMATICAL MODELS AND METHODS IN MARKETING 
Edited by BASS, BUZZELL, GREENE, LAZER, PESSEMIER, SHAWVER 
SHUCHMAN, THEODORE, and WILSON 

@ ADVERTISING TECHNIQUES AND MANAGEMENT 
By ROBERT V. ZACHER 

@ THE PROMISE OF ADVERTISING 
Edited by C. H. SANDAGE 

@ CASES IN MARKETING MANAGEMENT 
By RALPH WESTFALL and HARPER W. BOYD, Jr. 

we INDUSTRIAL MARKETING, Revised Edition 
By RALPH S. ALEXANDER, JAMES S. CROSS, and ROSS M. 
CUNNINGHAM 

@ SALESMANSHIP: Principles and Methods, Third Edition 
By CARLTON A. PEDERSON and MILBURN D. WRIGHT 

@ MARKETING: Principles and Methods, Fourth Edition 
By CHARLES F. PHILLIPS and DELBERT J. DUNCAN 

@ BASIC MARKETING: A Managerial Approach 
By E. JEROME McCARTHY 


@ CASES IN MARKETING STRATEGY 
By HARPER W. BOYD, Jr., RICHARD M. CLEWETT, aid 
RALPH WESTFALL 

@ MANAGERIAL MARKETING: Perspectives and Viewpoints 
Edited by EUGENE J. KELLY and WILLIAM LAZER 


@ ADVERTISING PRINCIPLES AND PROBLEMS 
By CHARLES J. DIRKSEN and ARTHUR KROEGER 

@ ADVERTISING MANAGEMENT: Text and Cases, Revised Edition 
By NEIL H. BORDEN and MARTIN V. MARSHALL 

@ ADVERTISING THEORY AND PRACTICE, Fifth Edition 
By C. H. SANDAGE and VERNON FRYBURGER 


@ PUBLIC RELATIONS: Principles, Cases, and Problems, Third Editio) 
By BERTRAND R. CANFIELD 


@ RETAILING: Principles and Methods, Fifth Edition 
By DELBERT J. DUNCAN and CHARLES F. PHILLIPS 


MANAGEMENT OF THE SALES FORCE 
By WILLIAM J. STANTON and RICHARD H. BUSKIRK 


MARKETING MANAGEMENT, Revised Edition 
By D. MAYNARD PHELPS and J. HOWARD WESTING 


CONSUMER AND COMMERCIAL CREDIT MANAGEMENT 
By ROBERT H. COLE and ROBERT S. HANCOCK 


Write for Examination Copies 


RICHARD D. IRWIN, INC. HOMEWOOD, ILLINOIS 


} 


‘ 
7 
beets 
» 
| 
ig 


| 


Volume 25, No. 6 OCTOBER 196! 


Self-Service in Soft Goods 
siuiineilbiiadeaabiassaicnnc Gerald B. Tallman and Bruce A. Blomstrom 1 


The Supermarket Battle for Store Loyalty..................... Russell S. Tate 8 
Galbraith’s Wicked Wants.......................00.-.--..--0--0-------e Jean Boddewyn 14 
The Challenge of the Underdeveloped National Market 


Channels of Distribution for Consumer Goods in Egypt 
sesgbbenesencmeamadmdiien tomate Harper W. Boyd, Jr., Abdel Aziz el Sherbini, 
and Ahmed Fouad Sherif 26 


Creativity in Consumer Research.............................. A. B. Blankenship 34 
How Marketing Research Can Help Railroads.............. Walter Kramer 39 
Basic Dimensions of the Corporate Image.................... Aaron J. Spector 47 
An 18th Century Plan for Business Education........ B. J.Scott Norwood 52 


A Snobographer’s Scholarly Approach to Snobocracy 


A Model for Predictive Measurements of Advertising Effectiveness 
sceieeathiiateiteaiattdeiadiabiibaeiuaueamas al Robert J. Lavidge and Gary A. Steiner 59 


Increasing the Rate of Return in Mail Surveys.....Andrew E. Kimball 63 


Robert Ferber, Editor 65 
Does the “Sleeper Effect” Apply to Advertising? 

Weinberger 65 

An Improved Hand-Tabulation Method................. George J. Mrazek 68 

A Pioneer in Marketing: Stanley Resor............ James Playsted Wood 71 


Industrial Marketing: Marketing for Non-Marketing Executives 
Richard C. Christian 174 


Legal Developments in Marketing.............. Kenneth J. Curran, Editor 177 
Marketing Articles in Review.................... William S. Penn, Jr., Editor 83 


SUBSCRIPTION RATES—The annual subscription rate for the JOURNAL OF 
MARKETING is $8.00 in the United States and Canada and $9.00 in other countries, post- 
age prepaid. The special 3-year rate is $20.00 in the United States and Canada, and 
$22.50 in other countries. The single-copy rate is $2.50. Subscriptions to the JOURNAL 
OF MARKETING—published quarterly in January, April, July, and October—should be 
sent to the American Marketing Association, 27 East Monroe Street, Chicago 3, Illinois. 

The JoURNAL is printed by Service Printers, Inc., 120 North Green Street, Chicago 7, 
Illinois. Second-class postage paid at Chicago, Illinois. 


POSTMASTER: For undeliverable copies, send Form 3579 to American Marketing 
Association, 27 East Monroe Street, Chicago 3, Illinois. 


Copyright 1961 by the American Marketing Association 


2: 
= 
a 
Wee 


Journal of Marketing 


National Quarterly Publication of the American Marketing Association 


EDITOR 
Steuart Henderson Britt 
PROFESSOR OF MARKETING 
NORTH WESTERN UNIVERSITY, Evanston, Illinois 


EDITORIAL STAFF 


The Forum Industrial Marketing Marketing Articles in Review 
Robert Ferber Richard C. Christian William S. Penn, Jr. 
RESEARCH PROF. OF ECONOMICS PRES., MARSTELLER, RICKARD, INDUSTRIAL ECONOMIST 
University of Illinois GEBHARDT & REED, INC. STANFORD RESEARCH INSTITUTE 
Urbana, Illinois Chicago 1, Illinois Menlo Park, California 
A Pioneer in Marketing Legal Developments Book Reviews 
Donald M. Hobart Kenneth J. Curran Stanley L. Payne 
SENIOR VICE PRESIDENT HEAD, DEPT. ECONOMICS PRESIDENT 
THE CURTIS PUBLISHING Co. COLORADO COLLEGE INTERVIEW RESEARCH 
Philadelphia 5, Pennsylvania Colorado Springs, Colorado INSTITUTE (MRCA) 
Chicago 11, Illinois 
Marketing Memos Assistant to Editor 
John S. Coulson Mrs. Jean M. Sands 
VIcE PREs., LEO BURNETT Co. NORTHWESTERN UNIVERSITY 
Chicago 1, Illinois Evanston, Illinois 
CIRCULATION 
The JOURNAL OF MARKETING is circulated in every state of the United States and in over fifty 
foreign countries to sales managers, promotion managers, advertising specialists, business con- 
sultants, marketing-research executives, teachers of marketing, and other people interested in 
marketing, as follows: 
Business (excluding services) 43% Trade & consumer services 4% 
Business & professional services 27 Government 2 
Academic 13 Utilities 1 
Publications & communication 6 _ Miscellaneous 4 
DIGESTS AND INDEXES 
Articles from the JOURNAL OF MARKETING are indexed in: American Economic Review, Busi- 
ness Periodicals Index, and Bulletin of the Public Affairs Information Service. 
Certain articles are digested in the following publications: 
Abstracts Journal, USSR Academy of Sciences, Moscow, D-219, Baltijskaja, ul. 14, USSR. 
Advertiser's Digest, 5401 West Fargo, Skokie, Illinois 
Bibliographie der Sozialwissenchaften, Postfach, 77, Géttingen, Germany 
Briefed, 400 Madison Avenue, New York 17, N. Y. 
The Executive, Harvard University Grad. School of Bus. Admin., Boston 63, Massachusetts 
Executives Digest, 167 Newbury St., Boston 16, Massachusetts 
The International Executive, P.O. Box 104, Riverdale Station, New York 71, N. Y. 
Instituto di Economia Internazionale, Via Garibaldi 4, Genova, Italia 
Journal of Advertising Research, Advertising Research Foundation Inc., 3 East 54th Street, 
New York 22, N. Y. 
Keys, McGraw-Hill Publishing Company, Inc., 330 West 42nd St., New York 36, N. Y. 
Management Guide, 500 Fifth Avenue, New York 36, N. Y. 
Management Review, Delhi Management Association, 121, Asaf Ali Rd., New Delhi 1, India 
The Management Review, 1515 Broadway, New York 36, N. Y. 
Marketing Information Guide, U. S. Government Printing Office, Washington 25, D. C. 
National Sales Executives Digest, 630 Third Avenue, New York 17, N. Y. 
Scan, 221 North La Salle St., Chicago 1, Illinois 
World Agricultural Economics and Rural Sociology Abstracts, North Holland Publishing 
Co., Amsterdam, The Netherlands 
Those articles with psychological implications are abstracted in Psychological Abstracts, and 
with sociological implications in Sociological Abstracts. University Microfilms, 313 North 
First Street, Ann Arbor, Michigan, microfilms each issue of the JOURNAL. All Tables of Con- 
tents are published in Current Contents, Institute for Scientific Information, 33 South Seven- 
teen St., Philadelphia 3, Pennsylvania 
REPRINTS OF ARTICLES 
Reprints of every article are available (as long as the supply lasts) at the following prices: 
Single reprint $1.00 3 reprints $1.80 First 100 $40.00 
2 reprints 1.50 4 to 99, each 0.50 Additional 100s, each 20.00 
Special prices for large quantities. 
Blue covers are usually available on orders of 100 or more—add 15% to above prices. Send 
your order to: American Marketing Association, 27 East Monroe St., Chicago 3, Illinois. 
Duplication, reprinting, or republication of any portion of the JOURNAL is strictly prohib- 
ited unless the written consent of the American Marketing Association is first obtained. 
SUBMISSION OF MANUSCRIPTS 
In general, manuscripts submitted for possible publication should not be over 4,000 words— 
not over thirteen double-spaced typewritten pages. At least three copies of a manuscript 
should be submitted. Instructions regarding preparation of manuscripts may be obtained from 
the Editor. The JOURNAL assumes no responsibility for opinions expressed by contributors. 


= 

NS 

- 

er 
4 
af 

| 

i 

it | 

ct. 

% 


etts 


‘eet, 


ndia 


Marketing 


Self-Service in Soft Goods 


® GERALD B. TALLMAN AND BRUCE A. BLOMSTROM 


A new kind of retail institution is selling soft goods by supermarket 
techniques. 

As usual, consumers have preceded competitors in recognizing the 
basic appeals. As the new stores achieve mature strength, they present 
serious policy problems to established merchants and to manufacturers 
alike. This article discusses the impact of these stores on the market. 


HE SELF-SERVICE, soft-goods super- 

market emerged as an identifiable in- 
stitution only after 1955. In 1960, this new 
type of store accounted for 6 to 7 per cent 
of total retail store sales in the “general 
merchandise” and “apparel” fields. Rapid 
expansion has continued during the past 
year. 

The active competition which prevails 
in retailing now forces the merchant 
continuously to review and modify the com- 
bination of type and quality of goods, fa- 
cilities and locations, services, price, and 
promotion which taken together represent 
his basis of appeal for consumer patronage. 


Innovation at the retail level sometimes 
results in the development of a major new 
institution. Chain-store operations in foods 
and other products, mail-order selling, and 
supermarkets in the food field are examples 
of important innovations which achieved 
their development through attracting large 
patronage from consumers. Each in its 
time forced drastic adjustment by existing 
retailers, and presented manufacturers 
with the dilemma of how best to exploit a 
new sales outlet without losing the patron- 
age of established institutions. The prob- 
lems have been most acute when the 
innovation allowed substantial reductions 
of retailing costs and increased the poten- 
tial for unequal price competition among 
customers of a manufacturer. 

The rapid development of stores that sell 
apparel and other soft goods on a low-mar- 
gin, self-service basis is such a major 
innovation in retailing. It requires adjust- 
ment both by competitors and suppliers. 

Many of these new stores describe them- 
selves as “discount department stores,” 
presumably hoping to capitalize on the al- 
ready established public association of 
“discounts” with unusual value, and of 
“department store” with an attractive 
quality and breadth of merchandise. 


* ABOUT THE AUTHORS. Gerald B. Tallman's doc- 
toral dissertation (Northwestern University, 1938) was 
the first major effort to measure “discounting” in con- 
sumer purchases. He has been on the faculty of the 
Massachusetts Institute of Technology since that time, 
and has been active in studies of area development, 
product policy, and marketing policy formulation. For 
almost twenty years he has served as a consultant with 
Arthur D. Little, Inc. 

Bruce Blomstrom surveyed the early development of 
soft-goods supermarkets as his Bachelor's thesis at 
M.1.T. in 1959. Now returned to the School of Indus- 
trial Management for graduate work, he is collaborat- 
ing with Professor Tallman in a continuing study of the 
policy problems faced by the new stores, their com- 
petitors, and the manufacturers who may sell to them. 
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This designation, however, is generally 
inappropriate. Most “discount” operations 
in the appliance and related hard-goods 
fields depend on cutting prices in nationally 
advertised and branded merchandise. For 
stores discussed in this article, appliances 
and other hard goods account for only 
about a third of total volume. The bulk of 
sales is in apparel and other soft goods 
which lack the specific product-model iden- 
tity and manufacturers’ suggested retail 
prices from which “discounts” can be 
meaningfully taken. In the soft-goods of- 
ferings of these stores, the shopper must 
depend more on the qualities which she can 
observe and on the store’s general reputa- 
tion (and adjustment policy) to validate 
the bargains suggested by the low prices. 
The term “soft-goods, self-service super- 
markets” better represents the form of 
operation. 


Characteristic Operations 


1. There is complete self-service, with 
shopping carts and central check-out areas. 
Store personnel in the selling area are con- 
cerned primarily with maintaining the 
stocks and displays. 

2. Operating costs for the retail func- 
tion are significantly lower than in tradi- 
tional retail outlets carrying similar kinds 
of merchandise. Markup as a per cent of 
sales ranges from 20 to 30 per cent, as 
compared with department and specialty 
apparel] store markups of 35 to 40 per cent. 


3. Stock turnover of ten to fifteen times 
a year is two to three times that of depart- 
ment stores and many of their smaller 
competitors. 


4. New, standard goods are, handled 
rather than the closeouts, distress mer- 
chandise, seconds, or irregulars character- 
istic of many older bargain stores. 

6. The range of price lines is typically 
narrow, and chosen to reach lower-income 
and lower-middle income families; but the 
depth and assortment of merchandise with- 
in lines is great. 

6. Leased departments exist in almost all 
the stores. The proportion of departments 
leased ranges from 100 per cent to less than 
10 per cent. 
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7. The stores are open long hours—often 
from 10 a.m. to 10 p.m. and in some areas 
on Sunday. 

8. The stores which are setting the com- 
petitive pace in this new institution are 
large, from 50,000 to over 100,000 square 
feet of selling space, usually on one floor. 

9. Most are located away from downtown 
areas, and increasingly they are in shop- 
ping-center developments. Almost always 
they have parking areas three to four times 
the size of the store itself. 

10. Early stores were in old mill or 
warehouse buildings; but most of the 
newer ones have buildings built specifically 
for this type of mass selling. 

11. In the West and Southwest espe- 
cially, many of these stores operate on a 
“closed-door” principle, catering only to 
members drawn from special population 
groups, such as federal, state, and local 
governmental employees and employees of 
firms having government contracts. Typi- 
cally these stores carry a higher range of 
price levels. 


Seale of Operation 


Reports of the number and sales volume 
of soft-goods supers vary widely, and suffer 
from much the same confusion that for- 
merly surrounded quantitative measure- 
ment of the scale of food supermarket pene- 
tration into the market. 

A survey of New England stores made by 
the authors indicated sales there at the 
rate of $300 million per year in 113 stores 
opened prior to the end of 1959. Subsequent 
inquiries indicate that by the end of 1960 
the number of stores in New England had 
increased to 140, and annual sales to $400 
million. This was equal to about 30 per 
cent of department store sales in the area. 

Other estimates, for the United: States 
as a whole, range from $1} billion to over 
$4 billion of sales in 1960.1 We estimate 
that, for stores following in general the 
characteristics listed above and having 
over 25,000 square feet of space and at 


1David A. Lochwing, “The Hard Sell,” 
Barron’s National Business and Financial 
Chronicle, Vol. 40, July 18, 1960, p. 5; Wall 
Street Journal, February 13, 1961, p. 1. 
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least $114 million sales per store, the total 
sales volume is about $214 million distrib- 
uted among some 700 stores. 

In April, 1961, the editor of Discount 
Merchandiser predicted that over 400 new 
self-service soft goods stores would open 
in 1961.2 With an average size of 40,000 
square feet and minimal sales of $50 per 
square foot, the volume added by these 
stores will be at least $800 million. The 
total rate of sales for soft-goods supers at 
the end of 1961 will be over $3 1/8 billion. 


Early Development 

The soft goods, self-service supermarkets 
open to the general public started first in 
New England.? At about the same time a 
major development of modern “closed-door” 
operations began on the West Coast. The 
first major and pattern setting soft-goods 
supermarket was opened near Providence, 
Rhode Island, in 1954. Its success stimu- 
lated the opening of eight similar stores 
in 1955. All were located in old mill or 
warehouse buildings, and fixtures were 
functional but cheap. Stock turn was so 
rapid inventory could be financed almost 
entirely on vendors’ generous credit. The 
operations could be, and usually were, sup- 
ported with very little investment by the 
store operators. Low capital costs combined 
with the low operating costs of self-service 
allowed low prices. 

These low prices, combined with mass 
display, adequate parking, evening open- 
ings, the convenience of informality and a 
liberal return policy brought increases in 
customers and sales at an explosive rate. 
By 1957, there were over fifty stores in 
New England. By 1958, stores operated in 
groups or chains were beginning to pre- 
dominate, and most new openings were in 
specially built new premises. By this date, 
a substantial number of stores were being 


2 Nathaniel Schwartz, Conference on Dis- 
count Department Stores and Discount Food 
Store Operations, University of Massachusetts, 
April 1961, p. 43. 


8 For more complete history of development 
and discussion of store characteristics, see 
G. B. Tallman and B. Blomstrom, “Soft Goods 
Join the Retail Revolution,” Harvard Business 
Review, Vol. 38 (September-October, 1960), 
pp. 133-143. 


established outside of New England—many 
by companies whose first self-service ven- 
ture had been in New England. 

The large discount stores which had 
started earlier in other areas (such as Polk 
Bros. in Chicago; Masters, Inc., in New 
York; and Two Guys from Harrison in 
New Jersey) were appliance oriented and 
had substantial floor sales forces. E. J. Kor- 
vette, Inc., of New York, though heavily in 
soft goods, has not yet used full self-service 
or central check-out; thus, it is more simi- 
lar to traditional low-cost department store 
operations. Neither the method of sales nor 
the physical store layout of these stores 
demonstrated the pattern which was de- 
veloped in the New England self-service 
supermarket selling of soft goods. 


Upgrading from “Cheapie” Operations 

A number of changes have occurred since 
the early beginnings of this revolution in 
retailing. 

Most noticeable is the upgrading from 
early “cheapie” operations. Gone are the 
iron pipe racks, unpainted wooden coun- 
ters, and dingy interiors. Almost without 
exception, present new store openings are 
in modern buildings, with excellent light- 
ing, soft pastel interiors, chrome fixtures, 
and air conditioning. The old mill outlets 
have been redecorated and repainted along 
the same lines and the fixtures modernized. 
The days of opening a store with little cap- 
ital have all but disappeared, since manu- 
facturers are no longer allowing a period 
of extended credit for new establishments. 

In the mid-fifties a man with $25,000, 
a line of merchandise credit, and a lease on 
an old building could open a soft-goods 
supermarket. By 1960, to open a large store 
in specially built premises the operator had 
to provide five to ten times this amount of 
capital and arrange for a total investment 
of $750,000 to $1,000,000 by himself, his 
departmental lessees, and the holder of the 
mortgage on the building. 

In some stores there has been a planned 
upgrading of merchandise quality and the 
introduction of more well-known brand 
names. Although a few stores refuse to 
carry items which cannot be sold at a re- 
duced price, many companies include a 
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limited amount of fair-traded merchandise, 
particularly in the staple lines. Fruit of 
the Loom brand underwear and Playtex 
brand girdles are often sold and at fair- 
traded prices. In other types of merchan- 
dise, such nationally branded items as 
Rubbermaid kitchen products and Wear- 
ever aluminumware are sold at fair trade 
prices. The addition of these products, al- 
though upgrading the quality of merchan- 
dise, has increased margins only to a small 
extent. The major factor causing an in- 
crease in costs has been the improved 
facilities. 


IMPORTANCE OF SOFT-GOODS SUPERMARKETS 
Potential Market Shares 


The self-service soft goods supermarkets 
are absorbing a rapidly increasing share 
of the retail dollar. The opening of new 
stores and the increased acceptance by cus- 
tomers account for most of this growth. 
With the expansion of individual store size, 
merchandise lines have been broadened in 
order to offer customers a more complete 


shopping service and to capitalize on store 


traffic better. The general increases in 
store volume, combined with management’s 
constant efforts to provide more buying 
opportunities within each store, indicate 
that this trend and the associated broader 
competition with established retailers will 
continue. 

Experience in New England, where the 
new institution has the longest history, in- 
dicates that the potential market share for 
these stores is substantial. In each of the 
years 1957 through 1960, the self-service 
soft-goods supermarkets in the region 
added to their sales an amount equal to 
about 3 per cent of total “general merchan- 
dise” and “apparel” store sales in the same 
region. Their share of the sales made by 
stores in these kinds of business reached 
almost 15 per cent in 1960. 

There is considerable feeling among the 
trade that the numbers of this new type 
of store may be approaching saturation 
in New England, but undoubtedly the vol- 
ume of new stores will continue to grow. 
If consumers in other areas of the United 
States respond to these stores as New Eng- 
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land consumers have, there would appear 
to be room for at least a tripling of present 
sales penetration for the country as a 
whole. 


Effect on Operations of Existing Retailers 


The continued growth of soft-goods 
supermarkets will certainly force existing 
retailers to reappraise their operations. 
Some may be unable to meet the new com- 
petition and will sustain the long history 
of retail mortality. Some merchants, in- 
cluding many small ones, will achieve some 
adaptations of the supers’ streamlined 
service and costs to allow lower margins. 
Others will find means of making their 
own advantages in personalized service or 
distinctive merchandising more attractive 
to consumers. The ability of small mer- 
chants to compete by adaptation and dif- 
erentiation has been amply demonstrated 
by the survival of independents in the face 
of developments in food retailing by chains 
and supermarkets. 

For many types of soft goods, however, 
there will undoubtedly be a general lower- 
ing of average retail margins. The effect 
may be least in adult apparel in the higher- 
price ranges. 

Small specialty stores and junior depart- 
ment stores are reported to be suffering 
most of the loss to the new institution. 
Companies formerly predominantly in the 
specialty-shop and junior-department-store 
fields have been among the most aggressive 
developers of self-service supermarkets. 
Virginia Dare, New England Trading Com- 
pany, Mangel Stores, and Enterprise De- 
partment Stores are examples of such com- 
panies that were among the New England 
innovators of the new institution. 

The major department stores have been 
slow to react to the soft-goods supermar- 
kets, although Filene’s of Boston has oper- 
ated an experimental self-service store in 
its Needham warehouse since 1955. Many 
were busy opening suburban branches of 
traditional orientation. It is also obvious 
that many underestimated the consumer 
appeal of the new institution. 

By the spring of 1961, however, several 
major department stores were building 
new self-service units, and others were con- 
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verting basement operations to self-service. 
The department stores realize the competi- 
tive potential of this new institution. 

Two large mail-order companies are ac- 
tive in the field. In January, 1961, Aldens, 
the fourth largest mail order company in 
the United States, purchased Shopper’s 
World, a 7-store chain of discount depart- 
ment stores located in Chicago. Specializ- 
ing as a mail-order house in women’s and 
children’s apparel, National Bellas Hess 
operates three closed door membership 
stores. Both chains are seeking further ex- 
pansion. 


Effect on Manufacturers 


The self-service, soft-goods supermar- 
kets are potentially important outlets for 
many manufacturers. The opportunity also 
brings a difficult problem in maintaining 
good relations with existing customers who 
find themselves undersold by self-service 
operators. 

The policy which a manufacturer chooses 
may have a long-range effect on the type 
of retail representation he is able to main- 
tain. Increasingly, manufacturers are find- 
ing some basis for selling to the new type 
of institution, although many of these do 
withhold their primary brand. 

Manufacturers who decide to sell to the 
self-service operations often find that they 
must make certain adaptations in operating 
practices. Packaging may need to be modi- 
fied for self-service. Their own inventory 
and their shipping facilities must be re- 
viewed in order to support the high rates 
of stock turnover sought by these retailers. 


Effect on Shopping Centers 


The inclusion or absence of a soft-goods 
supermarket will increasingly be an im- 
portant factor in the success of suburban 
shopping centers. In many, they will sup- 
plant the food supermarket as the principal 
attraction. 

The trading area required to support the 
soft-goods supermarket substantially 
greater, so that not all shopping centers 
having a food supermarket can support one 
in soft goods. The latter will also compete 
more directly with the satellite stores of a 
center; and this price-oriented competition 


may raise serious problems of compatabil- 
ity. On the other hand, there are numerous 
examples of a center without a soft-goods 
supermarket losing volume to a nearby 
center that has one. For example, mer- 
chants in the Medford Square area reported 
a loss of 30 per cent in volume two years 
after Zayre and J. M. Fields opened supers 
in nearby Wellington Circle, north of Bos- 
ton. 


REALIGNMENT AS MATURITY APPROACHES 

As this new retailing institution gains 
momentum, operators are faced with com- 
petition from several directions. Chain 
groups in the field are expanding rapidly. 
Department stores with substantial re- 
sources and soft-goods experience are en- 
tering the field. Food supermarket chains 
are expanding their nonfood lines, and 
many are opening full-scale, soft-goods 
operations. 

Some of the soft-goods supers, in turn, 
are including full-scale food operations. 
Increasingly, multi-store operations pre- 
dominate. The self-service selling of soft 
goods is achieving financial strength and 
institutional recognition that will have a 
profound effect on future operations. 


Integration with Food Operations 


Food operations have begun to play a 
substantial role in the self-service soft- 
goods supermarket. As entrepreneurs re- 
alize the complementary drawing power of 
foods and soft goods, they are testing food 
centers within the stores. Some maintain 
only a minimum number of staple food 
items, handled as loss leaders. Other in- 
store food operations are full-scaled super- 
markets. There is some talk in the discount 
department store trade of operating these 
full-scale food departments as traffic build- 
ers at margins below those which could 
support a separate food store. 

On the other hand, from the standpoint 
of a food supermarket, soft-goods margins 
are very attractive. Grand Union, in 1956, 
pioneered the combination of full-scale op- 
erations in both food and general merchan- 
dise. By 1961, they had twenty Grand Way 
stores. It was apparent by the spring of 
1961 that established food chains would 
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play an active part in the development of 
soft-goods supermarkets. In March, Stop 
& Shop, a New England food chain, an- 
nounced that it had purchased the Bradlee’s 
group of seven discount department stores. 

Steinberg’s, Ltd., of Canada is develop- 
ing a wholly owned chain of self-service 
department stores under the name “Miracle 
Mart, Ltd.” Lucky Stores of California has 
purchased the Gemco Discount Department 
Store. The Valley Fair food chain of Tren- 
ton, New Jersey, has acquired the Union 
Op Discount Department Store and opened 
two more units under its own name. In 
Worcester, Massachusetts, Nu-Way Mar- 
kets, operating five food stores, opened its 
first discount department store in early 
1961. The Kroger Company has established 
an anonymous branch in the St. Louis store 
of Gem International, a “closed-door” op- 
eration. 


The Role of Leased Departments 


In the rapid development of self-service 
soft-goods supermarkets the leasing out of 
departments has provided a convenient way 
for the store operator to stretch his slender 
resources, minimize his risks, and secure 
specialized skills. The demand for capable 
and responsible lease operators has been 
great. Many successful lessees have ex- 
panded their operations to the extent that 
they are now chains, some with as many as 
twenty-five to seventy-five outlets.* 

On the other hand, as store operators 
gain in experience and resources, they are 
tending to take more of the departmental 
operations under their own control. To 
date, the chain lessees have not been seri- 
ously “hurt” because new-store openings 
more than offset their displacement in 
established stores. Lease rates and mini- 
mums, however, are increasing. Because 
many store operators feel that they can 
have better and more profitable merchan- 
dizing for the store as a whole through 
owned rather than leased departments, the 
heavy early dependence on lessees may 
prove to have been a transitory phase in 
store development. 

4 Peter C. Dubois, “Change Afoot,” Barron’s 


National Business and Financial Weekly, Vol. 
41, (March 6, 1961), pp. 11-13. 
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Development of Pricing Norms 

The soft-goods supers, having lower costs 
than their service competition, can and do 
sell at lower average prices. Many of the 
early “shoestring” operations were erratic 
in their mark-up policies. Some goods were 
priced at very deep cuts below competition 
—others at only modest differentials. Some 
of the variation was undoubtedly shrewd 
merchandising, to build store traffic and 
establish a bargain image. Other extreme 
differences in pricing policies reflected the 
absence of analysis of departmental costs 
and demand elasticity. 

As the innovators have gained experi- 
ence and as chain operations have devel- 
oped, margins and prices have become 
more stable, and slightly higher. 

Although price appeal is central to dis- 
count department store operations, the 
gradual development of price norms is 
apparent. At a somewhat lower “norm” 
level, the soft-goods supers practice much 
of the “live and let live” pricing that is 
established at a higher price level among 
the more traditional stores in many lines 
of business. 


Financial Maturity 

These new stores typically operate on a 
thin margin of equity financing; and capi- 
tal shortages are in many cases the factor 
which, more than any other, limit the rate 
of expansion. However, evidence of the 
growing strength and stability of this new 
institution is seen in the increasing availa- 
bility of credit and equity funds through 
normal financial channels. 

Lease-back financing of buildings is al- 
ready common. Long-term loans from in- 
surance companies are becoming available. 
Several of the large groups of stores have 
sold common stock to the public, and others 
are well advanced in plans for the public 
sale of equity shares through established 
investment banking channels. All of this is 
in marked contrast to the mercantile cred- 
it and personal investments that were the 
only sources available to the early stores. 


Search for Optimum Operating Conditions 


Store operators are still searching for 
the optimum store size. In the mid-fifties, 
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SELF-SERVICE IN SOFT GOODS 


“huge” areas of 30,000 square feet were 
opened to house the self-service soft-goods 
supermarket. Today the minimal store area 
is 50,000 to 60,000 square feet for a new 
store, and many operators consider the 
optimum store area in certain locations to 
be 80,000 to 100,000 square feet. In the 
final analysis, store size will be dictated by 
the consumer. 

Experimentation in product-line diversi- 
fication is active. Among the important 
questions to which store operators are 
seeking answers are: What range (price 
and type) of goods will customers buy in 
volume? With what new product assort- 
ments can the presently attractive ratios 
in turnover and sales per square foot be 
maintained? 

The effect of store saturation on the 
average volume which a store can draw is 
also under study. Massachusetts cities such 
as Boston, Springfield, and Worcester, and 
Providence, Rhode Island, are already 
ringed with soft-goods supermarkets. 
Towers Marts, Inc., is surrounding the 
Washington, D.C., area with six stores. 

The potential oversaturation of one lo- 
cation is illustrated in the Mount Prospect 
area northwest of Chicago. Within a 5-mile 
radius, five conventional branch department 
stores (over 550,000 square feet total) and 
four to seven soft-goods supermarkets, 

250,000 to 550,000 square feet) will have 
been opened by July, 1962, where none 
existed two and one-half years previously.® 


Institutional Recognition 


Recognition of this new retail institution 
is developing rapidly. In June, 1960, a trade 
paper, Modern Retailer, was established to 
serve the field; and in May, 1961, a monthly 
periodical, Discount Merchandiser, was 
published. 

The first general conference on “Dis- 
count Department Stores” was held at the 
University of Massachusetts in April, 1961. 


* Anthony Downs, “How to Select Store 
Locations,” Conference on Discount Depart- 
ment Store and Discount Food Store Opera- 
tions, Same reference as footnote 2, pp. 56-57. 
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Over 500 people from all parts of the coun- 
try attended, and tentative plans for fur- 
ther conferences were announced. The 
“closed-door” stores have formed the Na- 
tional Association of Consumer Organiza- 
tions. 


IMPLICATIONS 


The self-service supermarket selling of 
soft goods and related “general merchan- 
dise” items has demonstrated customer ap- 
peal in mass markets. There can be little 
doubt that it will have widespread effect 
on retail prices and practices. 

Initially a small number of large stores, 
each drawing from an extensive shopping 
area, tapped a small part of total spending 
for the types of goods carried. Their mar- 
ket penetration, however, is increasing 
rapidly and may well double over the next 
two to three years and triple within five, 

The eventual limits to self-service in soft 
goods are not yet clearly visible, but will 
depend on the adaptability on the one hand 
to operations scaled to the volumes availa- 
ble in smaller market areas, and on the 
other hand to effective merchandising of 
products appealing to higher income 
groups. 

The long-range relationship of self-serv- 
ice to traditiona! soft-goods operations has 
not stabilized. There is some tendency for 
the self-service stores to upgrade services 
and margins. Note, however, that the 
economies practiced by the discount de- 
partment stores, such as self-service, few 
records, no clerks, a minimum of help, and 
central checkout areas, are almost entirely 
in the retail operation itself. The self-serv- 
ice operators have not yet integrated their 
buying practices into the production pro- 
cess (the Sears Roebuck pattern) to reduce 
total costs. 

The choice of protecting present tradi- 
tional service (and higher cost) trade out- 
lets or of aggressively developing outlets 
within the new institution is a dilemma of 
increasing importance to manufacturers. A 
wrong choice, or inept handling, obviously 
limits growth and profit opportunities. 
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The Supermarket Battle for 
Store Loyalty 


more intense? 


HE BATTLE for consumer loyalty in 

the retail grocery field is entering a 
new phase. There will be even more direct 
competition between supermarkets in a 
trading area. 

One estimate sees the share of grocery 
expenditures accounted for by supermar- 
kets, currently at 69 per cent, as leveling 
off at 73 or 74 per cent during the next 
ten years.’ 

Another warning comes from the Super 
Market Institute which reports that almost 
half of the new supermarkets built in 1959 
competed with three or more other super- 
markets in a trading area.2 One-fourth of 
them competed with four or more. Sales 
of 43 per cent of the new stores were re- 
ported to be 10 per cent or more below 
original estimates, and 18 per cent had 
sales of less than $2.00 a square foot, the 
borderline of profitable operation. 

The most frequently cited reason for not 
reaching the estimate, according to SMI, 
involved competition. The competitive issues 
boil down to this: How can a supermarket 
compete effectively with other supermar- 
kets in a “saturated” trading area if all 


* ABOUT THE AUTHOR. Russell S. Tate is Vice Presi- 
dent and Director of Marketing of the Market Re- 
search Corporation of America. He was formerly Vice 
President in Charge of Sales for the Continental Milk 
Company, and served in research and marketing ca- 
pacities for Armour and Company. 

A graduate of the University of Richmond, Mr. Tate 
received his M.A. in Economics from Duke University. 


® RUSSELL S. TATE 


To what extent are shoppers loyal to a single store? What are the 
factors that make for store loyalty? What is the key to increasing sales 
volume as competition between supermarkets in a trading area becomes 


In this article, the author discusses the results of several recent studies 
of consumer shopping behavior, and describes the characteristics and 
relative importance of “loyal” and “disloyal” shoppers. He also suggests 
some courses of action that the supermarket operator can undertake to 
improve customer loyalty. 


are virtually alike in pricing, variety of 
merchandise, display, service, and efficiency 
of operation? 

One answer lies in a greater understand- 
ing on the part of the store manager of 
the basic questions involved in store loyalty. 

What, after all, is a loyal customer? What 
are the factors that make for store loyalty? 
How can knowledge of these factors be used 
to increase sales and profits? 

Several studies of store loyalty have been 
conducted recently by the Market Research 
Corporation of America. The purchase rec- 
ords of households in MRCA’s National 
Consumer Panel were analyzed. The house- 
holds, a statistical cross-section of all U.S. 
households, submit weekly shopping diaries 
in which they detail their purchases of a 
wide range of food, household, drug, and 
other products. As part of the diary, each 
store visit made during the week is listed, 
along with the name of the store and the 
total amount spent per visit. Although 
these studies constitute only an initial at- 
tack on some aspects of store loyalty, their 
findings suggest some courses of action 
that should be considered. 


LACK OF LOYALTY TO STORE 
Few families today confine their shop- 
ping visits to a single store, and those 
1“Not Much More Room to Grow,” Business 
Week (June 4, 1960), pp. 45-50. 


2Facts About New Supermarkets Opened 
in 1959 (Chicago: Super Market Institute 
Inc., 1960). 
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TABLE 1 
NUMBER OF DIFFERENT STORES VISITED 
IN A YEAR BY U. S. HOUSEHOLDS * 


No. of stores % of US. % ofall grocery % of all grocery 
shopped h hold hopping trips dollars 
1 10 5 7 
2 16 12 14 
3 21 19 19 
4 20 20 19 
5 16 19 18 
6 9 13 12 
7ormore 8 12 11 


* February, 1959-January, 1960. 


which do tend to live in areas where there 
is a limited choice of food outlets. As 
shown in Table 1, only one family in ten 
confines its shopping to a single food store. 
An additional 16 per cent of U.S. house- 
holds visit only two stores a year. This 
“loyal” 26 per cent of the households ac- 
count for 21 per cent of grocery dollar ex- 
penditures. At the other end of the scale, 
33 per cent of the households visit five or 
more stores, and spend 41 per cent of all 
grocery dollars. 


LOYAL AND DISLOYAL SHOPPERS 


Moving up the scale from the completely 
loyal one-store shoppers to the “very dis- 
loyal” 8 per cent who visit seven or more 
stores, theze is a shift from one set of 
demographic characteristics to another. 

The 10 per cent of all U.S. families who 
are completely faithful to one store are 
heavily concentrated in the South and in 
the Mountain and Southwest regions of the 
country. 

Although only 20 per cent of all U.S. 
households reside in the Southern region, 
almost 56 per cent of the one-store shoppers 
are to be found there. Whereas a little over 
10 per cent of the families live in the Moun- 
tain and Southwest region, 14 per cent of 
the one-store shoppers live in this area. 
There are relatively few one-store shoppers 
in the Northeast and North Central re- 
gions; and a one-store shopper is rare in- 
deed in the Pacific region. 

One-store shoppers tend to be low-incgme 
families. There are 36 per cent of all U.S. 
households who have incomes of less than 
$4,000 a year, but 56 per cent of the one- 
store shoppers fall in this income category. 


THE SUPERMARKET BATTLE FOR STORE LOYALTY 


The one-store shoppers are predominantly 
in the less populated areas of the country. 
Actually 56 per cent of them reside either 
in farm areas or in villages of less than 
2,500 population. 

When the head of the household has had 
only grammar-school education or is a 
farmer by occupation, one-store shopping is 
quite prevalent. 

The households that shop in seven or 
more stores are concentrated in the North- 
east and Pacific regions. Almost 55 per 
cent of the highly disloyal households re- 
side in these two regions, but only 39 per 
cent of all households live there. 

The “very disloyal” households have a 
strong tendency to be middle-income or 
upper-income families. Of the households 
which shopped in seven or more stores, 79 
per cent are in these income groups. The 
“very disloyal” shoppers are predominantly 
found in the large metropolitan areas of a 
million or more population. They also tend 
to have high-school or college educations. 
They are concentrated in the white-collar 
occupational group, and among the retired 
population of the country. 

Also, there is a tendency for extremely 
loyal shoppers to belong to the lower socio- 
economic group, and for the extremely dis- 
loyal shoppers to belong to the higher socio- 
economic category. 

But whether a shopper is loyal or dis- 
loyal to a store because of income or simply 
because there are fewer stores available in 
her area is not particularly significant. The 
fact that the disloyal shopper is a more 
valuable customer in terms of dollars spent 
in food stores is important. The character- 
istics of this disloyal shopper must first be 
ascertained in order to decide what steps 
can be taken to win a larger share of her 
patronage. 


SPENDING AS RELATED TO VISITS 


The question of loyalty, of course, does 
not rest solely on the number of visits made 
to a store, but also on the amount spent in 
a store. It might be argued that in terms 
of expenditures, a shopper can still be basi- 
cally loyal to one store—spend much more 
there per trip—and visit many other stores 
for occasional fill-in items, such as a loaf 
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TABLE 2 
PERCENTAGE OF SHOPPING TRIPS AND GROCERY DOLLARS 
Gornc To EAcH SToRE SHOPPED 


No. of 
stores % of % of % of % of % of % of % of of Hof % of dah ta ad % of % of 
shopped trips trips rips $ trips trips 

1 100 100 

2 86 89 14 11 

4 73 7% 19 18 7 6 2 1 

5 60 63 23 23 12 10 4 3 1 1 

6 54 65 25 20 «ii 9 5 4 4 1 1 1 

7 46 53 25 24 14 «ii 8 7 4 3 2 1 1 1 
Rated by First Second Third Fourth Fifth Sixth Seventh 
f aes store store store store store store store 
of visit 


* February, 1959-January, 1960. 


of bread or a container of milk. 

The MECA findings do not support this 
contention. In fact, a second conclusion 
may be drawn. Over the course of a year, 
the amount a household spends in a grocery 
store is closely related to the number of 
visits to that store. 

Thus, as table 2 shows, the advantage in 
per trip expenditures obtained by the store 
most frequently visited is relatively slight. 

Actually, on a per trip basis, shoppers 
spend almost as much in the second choice 
(86 per cent) and third choice (80 per 
cent) stores as they do in the primary out- 
let. They spend 75 per cent of their primary 
store total in the fourth choice store, 52 
per cent in the fifth store, and 50 per cent 
in the sixth store. Clearly the primary 
store is the primary store mainly because 
the family makes more trips to it. 

This is a very significant finding. It indi- 
cates that usually when a shopper finds 
herself in a grocery store, she will spend 
a substantial amount. It suggests that the 
key to increasing sales is to do a more effec- 
tive job of convincing the shopper to return 
more often. 


PRIVATE LABELS AND STORE LOYALTY 


The availability of deals or private-label 
merchandise apparently is not a significant 
factor in attracting the patronage of cus- 
tomers. 

A study comparing the shopping patterns 
of families who do at least 70 per cent of 
their buying in one store with those of 
families who spread their purchases among 


many stores reveals little significant differ- 
ence in the amount spent by each on pri- 
vate-label items. 

Loyal A & P shoppers use 27 per cent 
of their dollars they spend in A & P stores 
for private-label merchandise. On the other 
hand, when “disloyal” shoppers visit A & P, 
they spend 23 per cent of their dollars for 
private labels. Thus, loyal A & P families 
seem very slightly more inclined to A & P 
brands than the others. 

In Kroger stores, loyal customers spend 
18 per cent of their total grocery dollars 
for Kroger labels. “Disloyal’’ shoppers, 
when they find themselves in a Kroger out- 
let, give between 14 and 15 per cent of 
their expenditures for private brands. 
Again, the spread is fairly small. 

In Safeway, both loyal shoppers and oc- 
casional shoppers spend between 15 and 16 
per cent of their total dollars for private 
labels when they visit the chain. (This 
information is based on the more than sev- 
enty product classes—including most pri- 
vate-label items—covered by the National 
Consumer Panel diary.) 


DEAL OFFERS AND STORE LCYALTY 


Six products in which there is a high 
degree of dealing were studied: Margarine, 
vegetable shortening, canned fruits, bak- 
ing mixes, coffee, and toothpaste. These 
six classes of products account for more 
than 200 individual items in large super- 
markets. 

It was discovered that extremely loyal 
households—that is, those who visit one 
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or at most two stores in a year—purchase 
23 per cent of their requirements in these 
six products on some kind of deal or spe- 
cial-offer basis. By comparison, disloyal 
families—those who shop in five or more 
stores a year—purchase 28 per cent of 
their requirements in these six products 
via a special deal. 

It appears, therefore, that disloyal fam- 
ilies have a slightly greater tendency to 
purchase deal merchandise. It muSt be re- 
membered, however, that disloyal shoppers 
are exposed to more deals than the cus- 
tomers who shop at only one or two stores. 


THE MEAT MARKET SHOPPER 

More practical opportunities to win cus- 
tomers present themselves in improving the 
quality and service in a specific product 
area, or in aiming promotions at specific 
kinds of families. In this respect, an analy- 
sis of families who shop in specialty meat 
markets is significant. 

About 30 per cent of shoppers visit spe- 
cialty meat markets, and do so on an aver- 
age of nine times a year. This amounts to 
approximately 5 per cent of their total 
store trips. 

A comparison of these meat market 
shoppers with families who purchase fresh 
meat only at regular grocery outlets re- 
veals some interesting differences. 


Shopping Trips 

Meat market patrons make 53 per cent 
more trips per year to purchase grocery 
products than non-meat market shoppers. 
Although they spend less per store trip 
than non-meat market customers, their 
total food-store expenditures are 20 per 
cent higher. 


Chain Shopping 

The percentage of chain-store visits by 
meat market customers is the same as for 
other shoppers. Spending per trip, however, 
varies according to outlet. Average expen- 
ditures at A & P are $7.09 per trip; at 
Kroger $7.41; at Safeway $4.44; and at 
other chains $7.82. 

Families who do no shopping at meat 
markets spend $10.32 per trip at A & P, 
$8.18 at Kroger; $7.33 at Safeway; and 
$7.26 at other chains. The yearly total 


spent in chains by meat market patrons is 
12 per cent higher than the amount spent 
there by other families, but is due to the 
greater number of trips made by the for- 
mer. 


Other Stores 


Proportionately, meat market shoppers 
make 18 per cent fewer trips to non-chain 
grocery stores than do other shoppers. On 
the other hand, they visit bakeries, deli- 
catessens, and other specialty outlets to a 
much greater degree. They are also better 
prospects for house-to-house salesmen of 
grocery products. Over-all, expenditures by 
meat market families in all non-chain food 
outlets are 23 per cent greater than the 
total spent by families who do no shopping 
in meat markets. 


Meat Serving Habits 


Steak, roast, and lamb account for 20 
per cent of all meat and poultry servings 
of these families, compared to 14 per cent 
for non-meat market shoppers. On the other 
hand, frankfurters and chicken are served 
in only 12 per cent of their meat and poul- 
try dishes while other families use these 
in 16 per cent of such servings. 


Characteristics 


Meat market patrons conform very 
closely to the characteristics of “disloyal” 
shoppers. They tend to entertain more 
often than the average family, are usually 
in the upper-income group, have white- 
collar occupations, and are in the college- 
educated category. 

It would appear that supermarket opera- 
tors could stimulate greater patronage of 
their stores by meat market shoppers 
through heavier promotion of better cuts 
of meats, stressing the quality of the 
store’s meat department and emphasizing 
meat counter service. 

At the same time, an opportunity exists 
to convince these above-average spenders 
of the variety, quality, and economy of a 
supermarket’s baked goods, specialty and 
gourmet products, and non-food items. 


ITEMS MOST FREQUENTLY PURCHASED 


Other opportunities for increasing sales 
are suggested by a comparison of the prod- 
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ucts most often purchased in a shopper’s 
primary store and those purchased in a 
secondary store. A primary store is defined 
as the outlet where the shopper spends 
More grocery dollars than in any other 
store. A secondary store is any other food 
outlet visited during the year. 

While the total amount spent a year in 
a primary store for each item may exceed 
the total spent for the item in a secondary 
store (because many more trips are made 
to the primary store), there are definite 
differences in the products most likely to 
be purchased when a secondary store is 
entered than when a primary store is 
visited. 

The items most likely to be purchased 
on a visit to a primary store are basic cook- 
ing fats, plus certain commonly purchased 
staples such as: 


Shortening Salad oil 
Mayonnaise Canned meats 
Baked beans Pet food 

Rice Hot cereals 

Dry spaghetti Canned milk 

Tea Prepared desserts 


The items most likely to be purchased in 

a secondary store are: 

Butter Margarine 

Coffee Frozen vegetables 
Fresh fruit Canned vegetables 
Canned soup All-purpose flour 
Mustard Canned drinks 

This means that butter, margarine, cof- 
fee, and canned drinks are bought at sec- 
ondary stores simply because a family 
tends to run out of such items more often; 
and fresh poultry is often purchased at the 
No. 1 store because of service and quality 
considerations. 

A thorough study of the other items 
most often purchased at other outlets, how- 
ever, suggests that they are frequently 
used in the home as ingredients to com- 
plete a basic dish or to round out and com- 
plete a menu. This is confirmed by MRCA’s 
National Household Menu Census, a survey 
which traced what happened to every food 
product brought into the home. 


NEED FOR RESEARCH 


Knowledge about the kinds of families 
that predominate in a shopping area and 
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the ways they prepare and serve food pro- 
vides the best opportunity for finding ways 
to attract and retain customers under “sat- 
uration” conditions. 

Since families tend to serve food differ- 
ently according to region, income, city-size, 
and other characteristics, the wide-awake 
store operator ought to try to find out: 

@ Where his customers are coming 

from. 

@ What items they buy consistently in 

his store. 

@ What items they buy consistently in 

competing stores. 
, @ How they vary in age, income, occu- 
pation, and size of family. 

@ What kinds of meals they specialize 

in. 

This kind of information could be ob- 
tained as part of a store’s continuing re- 
search program or in conjunction with the 
chain, wholesale group, or co-operative. 
Manufacturers who have conducted menu 
research could also be called on for assist- 
ance. 

Then it would be up to the store man- 
ager to reshape his merchandising and 
promotion policies and to tailor his store’s 
“personality,” so as to serve the needs 
more adequately of the families in his 
community. 


SELECTIVE MERCHANDISING 


One example of the application of this 
information would be in the promotion of 
a complete dish rather than separate ingre- 
dients. 

For instance, the Menu Census shows that 
almost 60 per cent of vanilla cream pies 
are completely home-made from basic in- 
gredients. The fundamental ingredients for 
this dish are in the dairy case of the store: 
eggs, milk, butter, margarine, and some- 
times cream. But vanilla and cornstarch 
are also important ingredients. By dis- 
playing them near the dairy case, along 
with point-of-sale material featuring va- 
nilla cream pies, the store manager not only 
could promote heavier movement of these 
items, but could also forestall the chance 
that customers might subsequently visit 
another store for them—and buy a week’s 
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supply of other products at the same time! 

Another example would be a product like 
refrigerated biscuits, with more than one 
end use. Per-family purchases of refriger- 
ated biscuits by “blue-collar” households 
are considerably higher than for “white- 
collar” families. If the former are found 
to use the product for making crusts for 
chicken pot pies or for desserts like deep- 
dish strawberry short cake, a supermarket 
in an area where factory workers live 
might feature such recipes. 

In addition to attracting families who 
are already heavy buyers of refrigerated 
biscuits, and possibly increasing the 
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amount purchased by other refrigerated 
biscuit users, such promotions can bring 
about greater sales of food products that 
serve as ingredients in the recipes. 

This kind of “selective merchandising” 
need not bring about major alterations in 
the way goods are displayed and sold in the 
supermarket. But it will help the store 
manager to avoid “sameness.” 

The kind of marketing required by se- 
lective merchandising requires a degree of 
sophistication on the part of store opera- 
tors that is not found much today. But if 


‘a store is to survive the competitive battles 


that lie ahead, such astuteness is essential. 


Is There a Ceiling on Creativity? ... 


Among the obstacles to the full development of individual talent 
is the nature of modern society itself. A consequence of the com- 
plexity and specialization of modern society has been the increas- 
ing prominence of organization in our lives. In every field—gov- 
ernment, business, science, education, military affairs—activity 
is more formally structured, more bureaucratic, more “admin- 
istered” than in the past. This is neither surprising nor in itself 
harmful, Delicately interdependent social activities cannot exist 
without synchronization and order. It is the purpose of organi- 
zation to inject continuity, dependability, and orderliness into 
what would otherwise be chaos. The functioning of a modern city 
or factory is a miracle of voluntary co-operation that can only 
be accomplished by people who have developed deeply ingrained 
habits of playing by the rules, of self-discipline, and of inter- 
nalized restraints. The same is true for most functions of a 


mass society. 


But while complex organization is necessary, it is also costly. 
It is often a stifling atmosphere for the exercise of individua] 
creativity, and it may induce a conformity that becomes a threat 
to the society’s vitality. In the atmosphere of regularity and 
order, the individual is under pressure to gear his performance 
to an acceptable common denominator. This may: yield clear 
benefits in smooth organizational functioning but is hardly con- 
ducive to the kind of creative performance on which society now 


so importantly depends. 


—Prospect for America, Copyright 1958, 
1959, 1960, 1961, Rockefeller Brothers 
Fund, Inc. Reprinted by permission of 
Doubleday and Company, Inc. 
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Galbraith’s Wicked Wants 


e JEAN BODDEWYN 


The Neo-Puritanism of John Kenneth Galbraith would be quite rele- 
vant to times in search of a purpose—according to author Boddewyn— 
were it not for Galbraith's inadequate perception of the nature of wants 
and needs. The present author turns to the prosaic and lowly potato 
to show the difference between wants and needs. 

And he believes that another flaw in Galbraith's thinking is that eco- 
nomic concepts, such as marginalism and rationality, are applied to what 
are basically social and moral issues. 


SIZABLE portion of The Affluent 

Society by John Kenneth Galbraith 
deals with the “paramount position of pro- 
duction” in American society.! According 
to the author, goods are not always pro- 
duced for the obvious reason that they are 
needed: the provision of employment and 
income, the concern for national security, 
and “vested interests in output’’—all ex- 
plain the prevailing preoccupation with pro- 
duction apart from the very goods it de- 
livers. The conventional case for production 
does not stop there either. 

A commonly accepted theory of consumer 
demand justifies the production of any good 
or service on the grounds that it satisfies 
pre-existing needs simply because—like in 
the famous remark about Mount Everest 
—‘they are there.” The theory goes on to 
say that there is no limit to these wants 
and that their urgency does not diminish 
appreciably as more of them are satisfied. 

Confessing the difficulty of settling the 
case for or against the satiation of wants, 
Galbraith focuses his attack on their ori- 
gin: are these wants original with the con- 
sumer? His answer is negative: as society 
becomes more affluent, wants are increas- 


¢ ABOUT THE AUTHOR. Jean Boddewyn is an Assist- 
ant Professor in the College of Business Administra- 
tion at the University of Portland, Oregon. A native 
of Belgium, he holds a Commercial Engineer degree 
from the University of Louvain and a M.B.A. degree 
from the University of Oregon. 

His experience includes systems analysis and market- 
ing research in a department store, and time study for 
a sportswear firm. 
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ingly dependent on the process by which 
they are satisfied (the “Dependence Ef- 
fect”).2 As such, the demand for many 
goods does not arise in spontaneous need 
but is fueled by the efforts of advertisers 
and salesmen (“Madison Avenue’) who 
bring into being wants that previously did 
not exist.2 Such contrived needs are not 
particularly pressing: 

“The fact that wants can be synthesized 
by advertising, catalyzed by salesmanship, 
and shaped by the discreet manipulations 
of the persuaders shows that they are not 
very urgent. A man who is hungry need 
never be told of his need for food. If he 
is inspired by his appetite, he is immune 
to the influence of Messrs. Batten, Barton, 
Durstine and Osborn. The latter are effec- 
tive only with those who are so far re- 
moved from physical want that they do 
not already know what they want. In this 
state alone men are open to persuasion.”* 
Galbraith sets great store by this con- 

clusion because of its implication for a 
philosophy of welfare. If wants are created 
artificially, it can no longer be assumed 
that welfare is greater at a higher level of 
production than at a lower one. The higher 


1John Kenneth Galbraith, The Affluent 
Society (Boston: Houghton Mifflin Company, 
1958). 


2This theme is treated in chapter 8 of 
American Capitalism (2nd. ed. rev.; Boston: 
Houghton Mifflin Company, 1956), and in 
chapters 10 and 11 of The Affluent Society. 


3 Same reference as footnote 1. 
4 Same reference, p. 158. 
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level of production has merely a higher 
level of want creation, and it grows out of 
the process of production itself. 

So, one would expect to find in The Afflu- 
ent Society a rather elaborate exposition 
of the nature of wants. But the evidence 
advanced by Galbraith is rather scanty; in 
a grand manner, he rests his case on the 
remark that few serious scholars will deny 
that wants are, in fact, the fruit of produc- 
tion.5 

Lest the man who thinks for himself re- 
main unconvinced, Galbraith goes on to 
quote Keynes and Dusenberry on emulation 
and prestige, but in a rather perfunctory 
manner. Thus left with the choice of weap- 
ons, it seems appropriate to embark upon 
an inter-disciplinary study of the nature 
of wants and needs. 


HOMO HISTORICUS 

Galbraith aphorizes that “it is not nec- 
essary to advertise food to hungry people, 
fuel to cold people or houses to the home- 
less.”° Yet it took close to two hundred 
years (approximately 1550-1750) to intro- 
duce in Europe and North America, a 
nourishing and easily cultivated vegetable 
—the potato. At the time, the assessment 
of the tuber by experts was generally fa- 
vorable. Besides, recurrent famines and 
soils unsuited for other crops pointed to the 
potato as an obvious remedy; but its adop- 
tion met with considerable opposition.? 

On our shores, the potato was served as 
an exotic rarity at a Harvard installation 
in 1707, but it was not brought into culti- 
vation in New England until the arrival 
of Presbyterian immigrants from Ireland 
in 1718. As late as 1740, it was still a prac- 
tice with masters to stipulate with some 
apprentices that they would not have to eat 
potatoes. The prejudice was pretty general 
against the tubers that they were un- 


5 Same reference, p. 154. 


6 American Capitalism, same reference as 
footnote 2, p. 97. 


7 Redcliffe N. Salaman, The History and 
Social Influence of the Potato (Cambridge, 
England: The University Press, 1949), p. 51; 
and William E. Safford, The Potato of Ro- 
mance and Reality, Smithsonian Report for 
1925 (Washington: U. S. Government Printing 
Office, 1926), p. 524. 


healthy and shortened man’s life. It was 
only when some people of the better sort 
chose to eat them as a palatable dish that 
the mass of the population followed suit. 

In France, it took the highly picturesque 
efforts of Antoine-Augustin Parmentier 
(“The Father of the Potato”) to introduce 
Solanum Tuberosum in the diet of the 
French. Long after agriculturists, govern- 
ment officials and even clergymen had 
failed to convince the people, Parmentier 
obtained the patronage of Louis XVI and 
planted potatoes in fifty-four acres of no- 
toriously arid and sandy soil in the vicinity 
of Paris. When, in the summer of 1785, 
the tubers were blooming, he picked a great 
bouquet of potato blossoms and hastily 
drove to Versailles to present them to the 
monarch, After a short hesitation, Louis 
XVI kindly accepted the offering, picked 
a potato flower, and put it in his button- 
hole. Queen Marie-Antoinette wore it in 
her hair that same evening. Thus properly 
sponsored, Parmentier posted guards 
around the potato field in order to arouse 
the curiosity and envy of the Parisians. 
At night, however, the soldiers were pur- 
posely relieved of sentry duty. Soon Par- 
mentier was told that some of his potatoes 
had been stolen. He was delighted to learn 
it and saw in this theft the proof of his suc- 
cess: “If people steal potatoes,” he said, 
“they must have lost their prejudice 
against them!’’§ 

Only in Ireland was the potato adopted 
quickly —and this only in the face of a 
serious social upheaval. After the failure 
of the revolt against England at the be- 
ginning of the 17th century, the diet of 
the people had become so restricted and its 
supply in this period of turmoil so precar- 
ious that sheer necessity broke down rural 
prejudices which it might otherwise have 
taken generations to overcome. The com- 
plete collapse of public security together 
with the disruption of normal peasant life 
opened the door to a food which, though 
peculiar in its cultural requirements, 


8 Pierre Larousse, Grand Dictionnaire Uni- 
versel du XIX Siécle (Paris: Maison Larousse, 
1874), Vol. 12, p. 308; La Grande Encyclo- 
pédie (Paris: Société Anonyme de la Grande 
Encyclopédie, 1886-1902), Vol. 27, p. 190. 
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strange in appearance and taste, offered the 
people a sporting chance of warding off the 
famine and pestilence which hammered at 
their door.® Potatoes soon became the main 
food of the Irish. Two hundred and fifty 
years later, the Irish Potato Famine sent 
the Fitzgerald and Kennedy families to the 
United States—eventually to have one of 
their descendants advised and represented 
by none other John Kenneth Galbraith. 

It seems ironic that Galbraith should 
envision that in a poor land the whole force, 
male and female, of J. Walter Thompson, 
Du Pont Cellophane, and the marketing re- 
search firm of Mr. Elmo Roper would 
without question be at work producing po- 
tatoes and other such “necessities.”!° It 
seems, instead, that their services would 
have been welcomed by Parmentier et al. 


HOMO SOCIALIS 


A discussion of the nature of wants and 
needs often represents a futile exercise in 
taxonomy. Yet Galbraith’s marginalist view 
of wants as being piled up on top of each 


other—with the “basic” ones at the bottom . 


and layers of less and less urgent ones on 
top of them—must be challenged. 

To paraphrase Galbraith’s statements, 
few serious social scientists will deny that 
needs and wants are, in fact, split along 
lines other than his “basic-artificial’ di- 
chotomy. Instead, all of man’s specific needs 
are artificial to the extent that they are 
largely determined for him and not by him. 

As J: A. C. Brown has put it: “That 
man possesses certain needs is a biological 
fact; how he satisfies them is a social or 
cultural fact.”"! In other words, there are 
psychic and somatic needs such as survival, 
approval, hunger, thirst, and sex — what- 
ever their exact nature and number. All 
other needs are demands for what can sat- 
isfy these elementary besoins. And these 
needs are specified by one’s culture, and 
are inculecated through such sotio-psycho- 


®Salaman, same reference as footnote 7, 
p. 220. 


10 American Capitalism, same reference as 
footnote 2, p. 97. 


11J. A. C. Brown, The Social Psychology 
of Industry (Harmondsworth: Penguin Books 
Ltd., 1954), p. 47. 
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logical processes as child-raising, schooling, 
associating with one’s peers ... or adver- 
tising. 

Of course, a hungry man need never be 
told of his elementary need for food. He 
learns from his society, however, that only 
particular food items ought to satisfy his 
hunger. The history of the potato is quite 
revealing on this count, and parallel stories 
could be told regarding the introduction of 
pickled eels, rattlesnake jam, or the more 
prosaic oleo-margarine — not to mention 
tomatoes! 

For the social scientist, then, there is 
no such thing as “plain” bread, sidemeat, 
or oatmeal—at least not in the sense meant 
by Galbraith. Even the hospitals, schools, 
roads, and cleared slums advocated by him 
constitute artificial needs; and they reflect 
contemporary American cultural prefer- 
ences for health, education, speed, and com- 
fort. Like all novelties, they have to be 
fitted somehow into the current pattern of 
consumption; and this requires both ap- 
praisal and publicity. 

On this count, however, it is often ar- 
gued that no “Madison Avenue hoopla” is 
needed to introduce new products. This 
should be done instead—so the argument 
goes—through the educational activities of 
private and public consumer bodies, using 
informative advertising of a sane and rea- 
sonable variety. 

The trouble with this proposition is that 
it is far too rational for its own good. It 
rests on an idealistic definition of reason- 
ableness; and it considers education as a 
simple matter of proof and demonstration 
according to the rules of logic and on the 
basis of “factual” evidence. 

Yet this is the type of argument that 
people intuitively distrust—be it for lack 
of intellectual agility or congenital suspi- 
cion of cold facts. People would rather be- 
lieve people than facts —social scientists 
have made this point time after time. 

New ideas—and a new product is bas- 
ically a new idea of how to satisfy needs— 
are mostly transmitted through personal 
influence. As such, leaders at all levels of 
society are the real targets of advertising; 
and Parmentier’s success rested on that 
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GALBRAITH’S WICKED WANTS 


realization. Katz and Lazarsfeld have 
reached similar conclusions in their studies 
of mass | communications.12 Whyte made 
the same point in an article describing the 
acceptance of the then new air-conditioner 
in a Philadelphia suburb: the clustering of 
the new appliances in certain blocks of an 
otherwise homogeneous neighborhood dis- 
counted the influence of factors such as in- 
come or advertising.!% 

Britt has confirmed these views about 
rationality and “word-of-mouth” advertis- 
ing in The Spenders.\4 


HOMO IN-CECONOMICUS 

Together with other economists Gal- 
braith considers the growth — absolute and 
relative—of advertising expenditures as 
prima facie evidence of the wasteful and 
irrational practices commonly associated 
with monopolistic competition. 

Alderson has seriously challenged this 
view; he maintains, instead, that monop- 
olistic competition may well result in fewer 
differentiated products: 

“Tt is assumed that the decision to make 

a product differing from those of other 
producers originates with the supplier 
and usually for the purpose of avoiding 
direct competitive comparisons with other 
products. The fact is overlooked that his- 
torically diversity is already present in 
the market at the time a producer decides 
to concentrate on one of the variations 
which appears to be demanded by the 
consumer.”"15 

Hence, differentiation through advertis- 
ing may be less wasteful than supplying 
the diversity of consumer tastes on a cus- 
tom basis. Besides, Chamberlin of “monop- 
olistic competition” fame brushes aside the 
distinction between “rational” and “irra- 

12 Elihu Katz and Paul L. Lazarsfeld, Per- 
sonal Influence; The Part Played by People 


in the Flow of Mass Communications (Glencoe: 
The Free Press, 1955). 


13 William H. Whyte, Jr., “The Web of 
Word-of-Mouth,” Fortune (November, 1954), 
pp. 140-143 and 204-212. 


14 Steuart Henderson Britt, The Spenders 


Sect York: McGraw-Hill Book Co., Inc., 
960). 


_ 1) Wroe Alderson, “Large Scale Enterprise 
in Modern Competition,” Cost and Profit Out- 
look (February, 1952), p. 1. 
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tional” preferences—the latter supposedly 
concocted by “Madison Avenue”: 

“On the one hand, it may be said that if 
Palmolive were abolished, people might be 
no ‘worse off’ after they had got used to 
using Lux and Lifebuoy instead. But on 
the other hand, it is equally true that if 
baseball were abolished and bull fights 
subsituted, people might be equally well 
or better satisfied after they were ad- 
justed to the change, in which case their 
preferences for baseball should be classi- 
fied as irrational . . . There is a case, of 
course, for improving knowledge in all 
these matters, but no reason to think that 
improved knowledge would leave us with 
fewer or weaker preferences . . . The 
alternative is not necessarily to assume 
that all preferences are rational, but only 
that they are on the same footing. . .’”’6 
What is also overlooked is that adver- 

tising —a form of impersonal selling — is 
often a substitute for more costly forms of 
personal selling. Forgetting for the sake of 
the argument the social and aesthetic satis- 
factions involved in the process, it may well 
be that the crying of wares and the hag- 
gling over goods practiced in more primi- 
tive societies are relatively more onerous 
time-wise and cost-wise than the advertis- 
ing expenditures of our days. 

Alderson adds that economists make a 
false dichotomy between production costs 
and selling costs. Here again reigns a mar- 
ginalist view of selling costs as something 
superimposed on production costs. Actually, 
both types of costs are complementary. 
What matters—to limit ourselves again to 
purely monetary terms—is the total de- 
livered cost of an item, and not whether 10, 
40, or 90% of that delivered cost represents 
selling costs. 

As a matter of fact, Galbraith prefers 
to dismiss the argument about advertising 
on the grounds that “Madison Avenue” is 
the result of opulence, something we can 
afford, rather than the cause or condition 
of it. This opinion can hardly pass for a 
refutation of more orthodox views. 


16 Edward H. Chamberlin, “Product Hetero- 
geneity and Public Policy,” American Eco- 
nomic Review, Vol. 40 (May, 1950), pp. 88-89. 
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HOMO ETHICUS 

. Such propensity for paradox and disdain 
for proof mirror Galbraith’s predilection 
for non-economic issues. Obvious delight at 
wagging a doctoral finger at Wicked Soci- 
ety reveals him as a moralist in economist’s 
clothing.17 

Ethical considerations are, of course, not 
out of place in an economic study. Convic- 
tions—implicit or explicit—regarding per- 
sonal or societal ends certainly inform all 
economic analyses to a degree. Studies of 
wants are not wanting in this respect if 
only because there is more than one way 
to look at besoins: 

“A demand is a want for which the con- 
sumer is prepared to pay a price; a want 
is any thing or service the consumer de- 
sires or seeks; and a need is any thing or 
service the consumer ought to have to 
keep alive and healthy or to keep efficient 
or simply because somebody (not neces- 


17 Same reference as footnote 1, p. 147. 
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sarily himself) thinks he ought to have 
it. Thus while demand is an economic con- 
ception, want is psychological, and need, 
partly at least, ethical.’18 (Italics mine.) 
John Kenneth Galbraith would agree; 
where other economists pose as morally 
neutral, he flaunts his code of ethics rather 
patently. Unlike Keynes who could smile 
on human foibles provided they contributed 
to employment and income, Galbraith (like 
Queen Victoria) is “not amused,” GNP 
notwithstanding. Whereas Keynes thought 
that public works were good for the econ- 
omy, one gathers from reading Galbraith 
that they are mostly good for the soul. 
The economic concepts of marginalism 
and rationality, however, hardly seem ap- 
propriate for such a virtuous preoccupation 


‘with our wicked, wicked wants! 


18 P, Florence Sargant, The Logic of British 
and American Industry (Chapel Hill: The 
University of North Carolina Press, 1953), 
p. 98. 


How Important Is Memory To Advertising? ... 


Advertising is almost completely dependent on memory. 

Always an act of faith, advertising must depend upon being 
seen, upon making an impression of some kind, preferably favor- 
able, then of being retained at least long enough so that the 
reader will remember the advertised object or service and where 
it can be obtained. If the intent of the advertising, and it is the 
usual intent, is to make a customer rather than a single sale, the 
reader must remember the advertised object and the claims made 
for it for a much longer period, at least unti] he wishes or is 
made to feel he wants to buy it again. 


—James Playsted Wood, Advertising and 
the Soul’s Belly (Athens: University 


of Georgia Press, 1961), p. 11. 
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The Challenge of the Underdeveloped 


National Market 


these markets. 


ARKETING CONCEPTS most appro- 

priate in the emerging states of Asia, 
Africa, and Latin America differ markedly 
from those to which we have grown accus- 
tomed in the United States. The difference 
begins with product design. 

Rather than promoting products believed 
to generate the greatest financial return in 
the short run, Western firms selling in non- 
Western markets probably should place 
more emphasis on those products of great- 
est long-run benefit to the nations con- 
cerned and analyze most carefully the 
manner in which they are supplying those 
products to the market. Otherwise, West- 
ern managements may anticipate increas- 
ingly tight import restrictions for their 
products, blocked earnings, higher taxes, 
and eventual loss of foreign markets and 
assets. 

The point is that one should expect 
heightened sensitivity to long-run national 
interests on the part of Asian, African, 


* ABOUT THE AUTHOR. Richard D. Robinson was 
until recently Lecturer on Business Administration, Har- 
vard Graduate School of Business Administration, and 
Staff Member, Harvard Center for Middle Eastern 
Studies. In addition, he has been visiting lecturer on 
development problems at the Universities of Michigan 
and Massachusetts. 

He has also served as Turkish area specialist for the 
American Universities Field Staff and for a World 
Bank economic survey mission to Turkey. He is author 
of the U.S. Department of Commerce “Investment in 
Turkey,” plus numerous articles on development and 
international business. 
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This study of American business reaction to the national markets of 
Asia, Africa, and Latin America reveals considerable insensitivity to 


The author shows the need for information about appropriateness of 
product design, the nature of product impact, and the degree of politi- 
cal vulnerability of a product. He demonstrates how a firm might ulti- 
mately imperil its entire market position. 


and Latin American governments as they 
become more sophisticated and_ skilled. 
Such sensitivity to national interest is 
what many unthinking Westerners have 
condemned with the epithet “nationalism.” 

A domestic marketing specialist in the 
United States may tend to look at the mar- 
ket from the point of view of the structure 
of present demand, and the devices to alter 
that demand so as to sell a new product 
or more of an existing product. The new 
might be new only in respect to style, 
brand, or packaging. Consumer wants are 
changed and expanded constantly in the 
process. 

But in India or Egypt, the marketing 
analyst—if sensitive to the national inter- 
est of the host country — must concern 
himself more with ascertaining what types 
of products would contribute most to in- 
creasing the national product, alleviating 
the nation’s balance of payments situation, 
and sopping up inflationary pressures with 
a minimum commitment of scarce re- 
sources, including foreign exchange. 

The stimulation of non-existing demands 
for new consumer goods or demands based 
on brand name, style obsolescence, or new 
packaging may well cause an unjustified 
waste of scarce materials and skills or an 
unnecessary commitment of them. Where 
resources are seriously limited in a per- 
capita sense, the Western businessman who 
remains insensitive to this national interest 
does so at his peril. 
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THREE LEVELS OF MANAGEMENT SENSITIVITY 

There are three levels of management 
sensitivity. 

The first has to do with management’s 
awareness of the need to modify or rede- 
sign products so as to make them really 
appropriate to the markets into which they 
are moving. The second has to do with 
management’s awareness of the need to 
measure its products against the long-run 
interests of non-Western markets—in other 
words, impact of products. The third level 
of sensitivity is management’s awareness 
of the extent to which its product is politi- 
cally vulnerable. 

Sensitivity on all levels may well lead to 
product modification—even to invention— 
or, on the other hand, to self-imposed lim- 
itation in certain cases. Perhaps within 
these underdeveloped national markets 
some products should not be promoted at 
all, however modified or redesigned. 


1. Product Design 


Clearly, different U.S. products require 
different types of foreign markets. Some 
require large industrial markets; others, 
mass consumer markets. Still others need 
a professional or technical market, or a 
market in which public agencies buy, or 
a literate market, or a market in which the 
standard of living is high, and so on. 

Since many of these characteristics are 
not found in markets outside of North 
America and Western Europe, the sales 
potential for certain products in many 
parts of the world is limited. Many Ameri- 
can managements are well aware of the 
limitations placed on the degree to which 
they can expand foreign sales because of 
the special market characteristics de- 
manded by the nature of their traditional 
products. Geographical and climatic condi- 
tions are also important variables; few 
American firms design products specifically 
for use in the jungle or the desert, or prod- 
ucts for use by illiterates. 

Generalizations that follow are based on 
the author’s study of the attitudes and or- 
ganization of 172 American companies in 
respect to overseas interests. This study 
was conducted over the 1956-58 period 
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under the auspices of the Division of Re- 
search, Harvard Graduate School of Busi- 
ness Administration. 

The necessity for substantially modify- 
ing or altering products to meet the specific 
demands of non-Western markets fre- 
quently discouraged American manage- 
ments from taking serious interest in be- 
coming active within these markets. It 
might be possible to service the European, 
Canadian, and Australian-New Zealand 
markets with surplus domestic production, 
but elsewhere such sales spillover was diffi- 
cult to develop. The domestic product was 
simply not appropriate. 

@ One executive pointed out that his 
company’s principal product, asphalt 
roofing, was not appropriate in areas in 
which extreme heat was common, thereby 
ruling out much of the equatorial zone 
as a market, 

@ Mining machinery produced by one 
firm could not be exported in large quan- 
tities because it was built specifically to 
fit conditions found in U.S. mines, condi- 
tions uncommon to other countries. 

e Management of a steel-castings com- 
pany, the principal products of which 
were heavy castings for railway cars, 
cited many reasons why foreign cus- 
tomers did not wish to use cast steel, let 
alone the company’s designs. Many for- 
eign railways used buffers instead of 
couplers, rolled steel designs for the side 
frames instead of cast steel, and four- 
wheel freight cars instead of eight- 
wheel. 

@ The president of one company 
stated that his firm’s products were con- 
sumer goods and were to a very consid- 
derable extent culturally conditioned. 
“We block ourselves from many markets 
in South America, Africa, and other 
areas.” 

An American executive with a long ex- 
perience in India commented that most U.S. 
companies were based on the North Ameri- 
can customer. They had very little concern 
for customers elsewhere. Concrete evidence 
of such disregard was the little influence 
American firms had had in setting up 
world-wide standards. “United States in- 
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dustry has not even taken the trouble — 
or spent the money—to have its 1,700 
national standards translated for use in 
foreign countries,” the President of the 
American Standards Associations is re- 
ported to have said. “It is no coincidence 
that American industries doing the largest 
export business—the electrical and motion 
pictures industries, for example—are the 
ones that have developed international 
standards.”! 

In many cases where geographical and 
cultural influences on products were cited 
by management to explain their disinterest 
in foreign sales, the true reasons seemed 
to lie somewhat deeper. Too many manage- 
ments had surmounted these difficulties. 
Asphalt roofing might not be good in ex- 
treme heats, but was it not impossible to 
develop a similar roofing which would be? 
Mining conditions might be quite different 
from those obtaining in U.S. mines, but 
surely appropriate machines could be built. 
Granted, the product of the steel castings 
company was not suited for sale in most 
foreign areas, but the development of an 
appropriate product was surely not as diffi- 
cult as that encountered by such companies 
as the International Business Machines 
Company and the Westinghouse Electric 
Corporation. 

One management was modifying the de- 
sign of its truck, which was to be produced 
and sold in Turkey. Changes were required 
by the rough roads, the high elevations, 
and extreme heat in some areas. Exec- 
utives in a large automotive company 
observed that it was difficult for the larger, 
mass-production companies to alter prod- 
ucts in this fashion to meet specific geo- 
graphical and climatic conditions. But was 
great size necessarily related to inflexibil- 
ity in this regard? The division manufac- 
turing trucks in this case was probably 
little larger than the independent truck 
manufacturer who was modifying its prod- 
uct for the Turkish market. 

@ Asked about the feasibility of man- 
ufacturing some sort of an intermediate 
type of machine in some foreign areas, 


1 Time, June 30, 1958, p. 74. 


a type no longer being used in the 

United States, a vice president of a farm 

machinery product replied that in a way 

his company was doing precisely that in 

Mexico; the tractor assembled in Mexico 

did not include all the latest hydraulic 

gadgets. Such a tractor would have re- 

quired too much servicing and would 
have been too complicated for the ordi- 
nary Mexican farmer to operate. 

Directly related to willingness to modify 
product design was the matter of quality. 
The experience of Corporation X in Africa 
is relevant. 

@ The local African government had 
been buying from Corporation X, an 
American firm, hand-operated dusters 
for use in distributing pesticides in the 
cotton fields. The dusters were loaned to 
individual Negro farmers. The duster 
supplied by the corporation was a finely- 
machined device requiring regular oiling 
and good care. 

But the fact that this duster turned 
more easily than any other duster on the 
market was relatively unimportant to 
the native farmers. Furthermore, the 
requirement for careful oiling and care 
simply meant that in a relatively short 
time the machines froze up and broke. 
The result? The local government went 
back to an older type French duster 
which was heavy, turned with difficulty, 
and gave a poorer distribution of dust, 
but which lasted longer in that it re- 
quired less care and lubrication. 

From the point of view of the small 
Negro cotton farmer, the quality of the 
French dusters was more appropriate than 
that of the American dusters. In this rela- 
tive sense, the quality of the French ma- 
chine was superior. 

This view was reflected in a remark by 
the director of the international division 
of a large company to the effect that 
Europe could produce anything more 
cheaply and better than the United States. 
By “better” he meant better relative to the 
demands of the foreign market. He ad- 
mitted that many American-made products 
were much better than their foreign coun- 
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terparts in an absolute sense, but this su- 
periority in quality was too expensive to 
be “within the circle of demand” of many 
foreign markets. For example, his com- 
pany manufactured one item with an aver- 
age life of thirty-five years. The trouble 
was that many people abroad could not 
afford to pay for a device lasting that long, 
and they were not impressed. 

Another way of looking at quality was 
to consider that additional cost of a highly 
durable product represented an investment 
and, if the cost of capital were relatively 
high, as it was in many of the under- 
developed countries, it might not be eco- 
nomically feasible to purchase the more 
durable or higher-quality American prod- 
uct. 

Some few firms had gone so far in prod- 
uct modification as to invent virtually new 
products. A pen company had designed a 
special, cheap, mass-produced pen for the 
Asiatic market. Landers-Frary & Clark 
was selling a newly-designed hand-operated 
corn mill in Latin America. Private Enter- 
prise, Inc., had developed a wooden block 
with which to construct cheap housing in 


Level of technical skills 
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Central America. It was significant that 
those companies identified with substantial 
overseas interest demonstrated extraordi- 
nary ingenuity and flexibility in modifying 
their products so as to be appropriate to 
local geographical and cultural conditions. 
It was precisely those companies that had 
not been interested in foreign business 
which seemed to find their product most 
limited in respect to international sales. 

Yet, in some cases, the problems faced 
by these latter firms did not seem nearly 
as great in this respect as those faced and 
overcome by the others. It seemed that 
the fundamental interest and orientation 
of key members of management really de- 
termined the degree to which a product was 
limited geographically and culturally. 

An internationally-minded management 
examined deliberately and systematically 
the products it intended to market within 
Country X from the point of view of the 
environment of Country X. It made no as- 
sumptions about the validity of an Ameri- 
can-oriented product. Major environmental 
factors considered in relation to the design 
of a given product were: 


> Product simplification 


Level of labor cost 


> Automation or manualization of product 


Level of literacy 


> Remarking and simplification of product 


Level of income 


Level of interest rates 


—» Quality and price change 


-» Quality and price change 


Level of maintenance. 


(Investment in high quality 
might not be financially desirable.) 


——» Change in tolerances 


Climatic difference 


Isolation (heavy repair 


—» Product adaptation 


——» Product simplification and reliability 


difficult and expensive) 


Differences in standards 


improvement 


—» Recalibration of product and 


Availability of other products 


resizing 


—» Greater or lesser product 


Availability of materials 


integration 


Power availability 


—» Change in product structure and 
fuel 


Special conditions 


-» Resizing of product 


—» Product redesign or invention 
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The added effort in developing an appro- 
priate product, given the anticipated re- 
ward, might be thus measured. But it ap- 
peared that relatively few managements 
had analyzed the pros and cons of develop- 
ing non-Western markets in these or simi- 
lar terms. 


2. Product Impact 

In designing, modifying, and promoting 
the sale of products in the underdeveloped 
markets, management should not assume 
that the economic and social benefits to be 
derived from these products are necessarily 
the same as when they are used within 
the American economy. 

@ A representative of one firm ex- 
plained that his company’s export busi- 
ness was “absolutely nominal.” Asphalt 
roofing, the firm’s principal product, was 
expensive for a cheap labor market. It 
failed to compete with wood shake and 
slate. In most cases, there were few 
building code restrictions; and builders 
simply took the cheapest of the tradi- 
tional products with little regard for 
comparative qualities or for the amount 
of labor required for installation. Al- 
though under some conditions asphalt 
roofing had absolute advantages over the 
traditional type of roofing, one of its 
principal advantages was that it required 
less labor than most other roofing for 
both manufacture and installation. 

Outside of the United States and 
Western Europe, this labor-conserving 
feature of a product would not provide 
any significant economic advantage. The 
relationship of labor to the cost of ma- 
terials is quite different from that in the 
Western European and American envi- 
ronment. 

The point is that logically preceding any 
substantial commitment of company time 
and money to foreign sales projects should 
be a careful, impartial study of the impact 
of the products involved on the economies 
and societies in which they are to be sold. 
Sooner or later, the government of the re- 
cipient nation will awaken to its own inter- 
ests. Products might well be analyzed in 
terms of their impact on production and 
upon the productivity of loca] labor. The 
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introduction of some products might rea- 
sonably be expected to induce directly an 
expansion of employment. Others might 
have the effect of improving the quality 
of local labor. Luxury products and those 
of a fundamentally labor-saving nature 
might not be appealing under all circum- 
stances to the development-conscious for- 
eign government. 

Each society develops its own peculiar 
wants in terms of non-essential, consumer 
goods. The satisfaction of at least part of 
this demand may be important to the na- 
tional economy in order to maintain incen- 
tives and to sop up inflationary pressures. 
At least partial satisfaction may likewise 
be politically compelling. 

By reason of the chronic pressure on in- 
vestment and balance of payments in many 
underdeveloped countries, responsible gov- 
ernments are loathe to divert a greater 
share than is necessary of their already in- 
adequate resources to the satisfaction of 
these demands. In order to relate the pro- 
motion of a non-essential consumer product 
in Country X to the national interest, two 
guides are useful: (1) Can the product be 
made available with a relative minor com- 
mitment of scarce local resources? (2) 
Does there already exist an unsatisfied pop- 
ular demand for the product? 

A product produced locally by presently 
unemployed labor and which upvalues lo- 
cally available materials is quite different 
from an imported good, the price of which 
includes expensive foreign labor and scarce 
foreign exchange. Similarly, a non-essen- 
tial product that is presently known and is 
in demand is quite different from a product 
for which demand will have to be stimu- 
lated. 

Coca-Cola in Egypt is quite different 
from Coca-Cola in Turkey. In Egypt it has 
been known for many years and is in great 
demand. The drink uses few resources and 
helps “soak up” inflationary pressure. In 
Turkey, the product would have to be pro- 
moted, thereby creating a new consumer 
demand. The economy is already straining 
to meet present consumer demands without 
cutting back investment in basic develop- 
ment, Clearly, the introduction of Coca- 
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Cola is not necessary to induce incentive 
to produce. Of course, if it could be shown 
that Coca-Cola would constitute a consump- 
tion substitute for other goods, and involve 
fewer scarce resources than the others, 
then an argument might be made for the 
introduction of Coca-Cola. 

Obviously the nature of a product may 
change substantially from one society to 
another. Both technical and social condi- 
tions may have a heavy impact. The type of 
mining involved may make it impossible 
to apply further units of labor, thereby 
giving an absolute advantage to mining 
machinery in terms of increasing produc- 
tion. Or the rural population in a particu- 
lar area may not provide adequate labor 
to harvest and process the basic crops 
rapidly enough to prevent substantial dam- 
age in the case of adverse weather. This 
means that machines, which otherwise 
might have no impact on over-all produc- 
tion, would have substantial impact. These 
machines then change in nature from mere 
labor-saving devices into labor-creating 
ones in that they effect an absolute increase 
in production. 

This discussion is occasioned by two 
observations: (1) Very few managements 
seem to be concerned about the nature of 
their product in relationship to total eco- 
nomic development, and specifically to the 
development of the country in which their 
product is marketed. (2) There seems to be 
little management awareness that a product 
might not have the same characteristics in 
relation to the American market as in a 
specific underdeveloped economy. 


3. Political Vulnerability of Product 


Even though a product is appropriately 
designed for the market and its promotion 
is in the interest of the host society, a 
management may still run substantial risk 
if that product is politically vulnerable— 
that is, susceptible to public concern and 
governmental control. 

The degree to which one is shielded from 
political interest is in part a function of 
the degree to which management has modi- 
fied its product so as to be most appropri- 
ate to the market. It also depends on how 
well management has chosen its products 
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from the point of view of their impact 

upon national economic interests. 

But there are other criteria as well to 
be used in the determination of political 
vulnerability. Is the product of such a 
nature as to be politically important or to 
attract undue government attention? How 
irreplaceable is the foreign contribution 
contained in the product? Is local competi- 
tion possible? Does the organization by 
which the product is made available recog- 
nize the interests of the host country? 

Such public concern and control may on 
the one hand lead to protection within a 
market, or on the other hand to loss of 
market and assets. Some of the relevant 
criteria are suggested by the following 
questions: 

1. Is the product ever the subject of 
important political debates in respect 
to adequacy of supply? (Sugar, salt, 
kerosene, gasoline, foodstuffs, trans- 
port facilities, public utilities, tires, 
medicines, etc.) 

Is the production one on which other 

industries rest? (Cement, steel, 

power, machine tools, construction 
machinery, etc.) 

3. Is the product one in which effective 
competition is difficult in small na- 
tional markets? 

4. Is the product one held to be essential, 
either economically or socially? (Key 
drugs and medicines, laboratory 
equipment.) 

5. Is the product important to agricul- 
ture? (Farm tools and machinery, 
pumps, fertilizers, seed, etc.) 

6. Is the product of national defense 
significance? (Communications equip- 
ment, transport equipment, etc.) 

7. Does the product include important 
components that would be available 
from local sources? (Labor, skills, 
materials.) 

8. Is the product one for which competi- 
tion from local manufacture may be 
reasonably expected in the foreseeable 
future? 

9. Does the product relate to channels 
of mass communication media? 
(Newsprint, radio equipment, etc.) 
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10. Is the product primarily a service? 

11. Does the use of the product, or its 
design, rest upon some legal require- 
ment? 

12. Is the product potentially dangerous 
to the user? (Explosives, drugs.) 

13. Does the product induce a net drain 
on scarce foreign exchange? 

If each of these questions were answered 
on a 1-to-10 scale, from a strong “yes” 
to a strong “no,” the lowest scoring prod- 
ucts would be among the most vulnerable 
to political pressures. It is often useful to 
ask how foreign ownership of a given in- 
dustry or product source would be treated 
in the United States. 

Political vulnerability may lead to labor 
agitation, public regulation (price fixing, 
allocation quotas, etc.) ; nationalization (in 
the sense of restricting ownership to local 
nationals) ; or socialization (public owner- 
ship) on the one hand—or on the other 
hand to favoritism and protection. Which 
way the pendulum swings depends largely 
upon the sensitivity and foresight of man- 
agement in responding to political pres- 
sures before they become irresistible, also 
upon the effort management makes to re- 
late its product to the specific needs of the 
market in respect to both design and im- 
pact. 

Goods deemed to be essential (for exam- 
ple, high scores in questions 2, 4, 5, 6, 
and 9) often receive first claim to scarce 
foreign exchange in respect to importing. 
Likewise, these same products, if made 
within the country, often receive a high 
degree of encouragement and protection, 
up to and including government guarantee 
for the repatriation of profits and capital 
and an official prohibition against compet- 
ing imports. Therefore, other than the pos- 
sibility of nationalization or socialization, 
the risk of investment abroad in the pro- 
duction of essential products is substan- 
tially less than that incurred in the case of 
less essential products. 


CONCLUSION 


Relevant variables from management to 
management are really two: (1) degree of 


management sensitivity to the long-run in- 
terests and desires of the emerging coun- 
tries of Asia, Africa, and Latin America, 
and (2) the degree of flexibility shown by 
management in product design and modifi- 
cation, as well as choice in the manner of 
supplying a market. Inasmuch as this ar- 
ticle deals with product criteria only, there 
is no discussion of developing the most ap- 
propriate sources of supply (American, 
local, third country) or of organization 
(wholly-owned subsidiary, joint venture, 
mixed venture, contract manufacturing, 
license) .? 

The present study revealed that very few 
American managements are what one 
might call internationally minded. The for- 
eign business of most is conducted simply 
as a spillover of the domestic. 

This finding begs the question of why 
some few managements have shown such 
remarkable interest, flexibility, and sensi- 
tivity as to the needs of foreign markets 
while most remain callously indifferent. 
The answer is possibly to be found in a 
number of variables—the history of the 
firm, the way in which it is organized, the 
characteristics of its product, the nature of 
the productive processes, the sources of raw 
materials, and so on. But in the final analy- 
sis, the interest, flexibility, and sensitivity 
of management, rests with individuals. It 
is they who make the relevant decisions. 

The United States has been “caught 
short” in business personne] trained ade- 
quately in the proposition that the market 
place is the world. American business des- 
perately needs more men who are thor- 
oughly knowledgeable of Asia, Africa, and 
Latin America. Without them, it will be ex- 
ceedingly difficult to build lasting markets 
in these areas for U.S. business. 


2 For further treatment of this subject, see 
the author’s articles “Conflicting Interests in 
International Business Investment,” Boston 
University Business Review, Vol. 7 (Spring, 
1960), pp. 3-13, and “Organizing International 
Business from a New Point of View,” Oregon 
Business Review, Vol. 19 (August, 1960), 
pp. 1-6. 
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Channels of Distribution for 
Consumer Goods in Egypt 


HE MIDDLE EAST is a vital area in 

the world-wide conflict between the 
West and the Soviet block. And during the 
past decade Egypt has emerged as an in- 
creasingly important economic and political 
force in world affairs. The 1952 Revolution 
which brought Nasser to power, the 1956 
nationalization of the Suez Canal, the 1957 
nationalization decrees, the 1958 support 
from the Soviet Union for the High Dam, 
the 1958 union with Syria—all testify to 
Egypt’s growing vitality. 

Before the 1952 Revolution, the Egyptian 
economy was stagnant, and it is still trag- 
ically poor by western standards. But the 
United Arab Republic has set in motion 
an ambitious economic development pro- 
gram which hopefully will raise per capita 
income substantially. Over 150 factories 
have been built or started during the past 
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Channels of distribution are especially important in the economic 
life of an underdeveloped country like Egypt, because manufacturers 
typically delegate their marketing activities to them. 

The present article describes and evaluates the channels of distri- 
bution for consumer goods in Egypt. This information helps in the 
economic development of an underdeveloped country. 


several years, and the 1960-65 five-year 
plan calls for an investment of some 1,700 
million Egyptian pounds in economic de- 
velopment, of which 425 million pounds will 
be invested in the industrial sector.2 The 
official exchange rate for the Egyptian 
pound is $2.87, about the same as the Brit- 
ish pound; however, the pound sells at 
about a 25 per cent discount on the Euro- 
pean market. 

The U.A.R. feels that this bold new pro- 
gram, if successful, will have an important 
demonstration effect on other Arab coun- 
tries such as Iran, Iraq, Jordan, and Leb- 
anon. In commenting on this demonstration 
effect, Dr. John Badeau states, “. . .,the 
Egyptian revolution will be to the Middle 
East what the French Revolution was to 
Europe.”? Arab countries rely on Egypt to 
export teachers and also to provide univer- 
sity facilities for their students. In 1958 
it was estimated that Egypt exported over 
3,000 teachers to other Arab countries.* Of 


1 For an analysis of the major ingredients 
of Arab nationalism, see Richard H. Nolte, 
“Arab Nationalism and the Cold War,” The 
Yale Review, Volume 49 (Autumn, 1959), 
pp. 1-19. 


2 Dr. Ibrahim Helmi Abdel Rahman, Under- 
secretary of State for National Planning, 
mimeographed notes of a talk given before 
Egyptian Institute for Management, August 
14, 1960 (Cairo). 


3 John S. Badeau, “The Middle East: Con- 
flict in Priorities,” Foreign Affairs, Vol. 36 
(January, 1958), pp. 232-240, at p. 240. 

4 Foster Hadley, “Arab Education Centers 


in Cairo,” The New York Times, January, 
1959, p. 28. 
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the 75,000 students enrolled at the four 
major Egyptian universities, nearly 10,000 
are from neighboring Arab countries.5 

Such an industrialization program will 
place a heavy burden on the present ineffi- 
cient marketing system, and create a num- 
ber of problems. One of the most important 
of these is the failure of the marketing 
sector to keep pace with industrialization. 
Certainly the progress of underdeveloped 
countries depends not only on their attain- 
ments in agriculture and manufacturing, 
but also on the development of an efficient 
marketing system.® 

*The following from a United Nations re- 
port characterizes the situation in Egypt: 

“The development of domestic industry 
depends very largely upon the size of the 
local market, but this, in turn, though ulti- 
mately a function of the national income 
and its distribution, depends partly upon 
machinery for taking the product to the 
potential consumer. The effectiveness of 
this distributive organization is one meas- 
ure of the adequacy of the economic ade- 
quacy of the economic framework. Where 
the commercial sector is poorly equipped to 
handle the output of local factories, the 
absorptive capacity of even the small do- 
mestic market is not fully realized. Some 
of the benefits for manufacturing that may 
stem from an effective means of mass dis- 
tribution have been demonstrated in Mexico 
in recent years with the establishment of a 
large mail order concern” (This is a refer- 
ence to Sears, Roebuck.)? 

In many ways Egypt’s distributive sys- 
tem engages only in simple trading. It has 
little concern with consumer wants and 
needs, or with ways of better serving the 
consumer. Its primary purpose is physically 
to distribute the available goods. It does 
not even ration goods through a pricing 
system because the prices of most staples 


5 Frederick Harbison, “Two Centers of Arab 
Power,” Foreign Affairs, Vol. 37 (July, 1959), 
pp. 672-683, at p. 676. 


6 Benjamin Higgins, Economic Development 
(New York: W. W. Norton & Company, Inc., 
1959), p. 82. 


7 United Nations, Processes and Problems of 
Industrialization in Underdeveloped Countries, 
1955, p. 13. 


are controlled by the government. 

Egypt’s distributive system has under- 
gone a substantial change over the past 
several years, owing to the departure of 
many foreigners (French, British, Greek, 
and Italians) who were important traders. 
There is, however, some question about the 
value of the services rendered by these 
trader middlemen in an underdeveloped 
country. Frequently such individuals are 
able to obtain excessive profits because they 
provide the sole link between the market 
and the producer. They often finance the 
manufacturer, and hence are in position to 
dictate prices and quantity produced.® 


The discussion which follows applies only 
to the Egyptian sector of the United Arab 
Republic. A comparison of the two sectors 
shows that Egypt has a population of 24.8 
million versus 4.3 million for Syria,® a 
national income of approximately $2,600 
million versus $600 million for Syria,!® and 
a land area of 386,198 square miles versus 
72,234 square miles for Syria." 

Egypt is roughly the size of the com- 
bined states of Texas, Oklahoma, and Illi- 
nois, but only about 2.8 per cent of her 
land area is cultivable; the rest is desert.!? 
Egypt has one of the highest population 
density ratios in the world; and the esti- 
mated population increase of 25 per cent 
during the next ten years will increase this 
ratio substantially, despite the optimistic 
hopes of new areas of cultivable land re- 
sulting from the High Dam at Aswan and 
the New Valley Project (which involves 


8 Lyle W. Shannon, Underdeveloped Areas 
(New York: Harper & Brothers, 1957), p. 218. 
Also see United Nations, Management of In- 
dustrial Enterprises in Underdeveloped Coun- 
tries, 1958, p. 27. 


®United Nations, Demographic Yearbook, 
1959, p. 1385. 


10 United Nations, Yearbook of National 
Account Statistics, 1959, pp. 248-249. The 
official exchange rate of LE 1 = $2.78 was 
used in converting Egyptian pounds into dol- 
lars, and for Syria the official exchange rate 
of LS 1 = $.28 was used. 


11 The Statesman’s Y ear-Book, 1960, Ninety- 
Seventh Annual Publication (London: Mac- 
millan & Co., Ltd.), pp. 1519, 1530. 


12 Same reference. 
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the use of underground water for irriga- 
tion). And Egypt has few natural re- 
sources of any importance. 

Egypt has textile factories, petroleum 
refineries, cigarette factories, fertilizer 
plants, airlines, ships, railways, sugar re- 
fineries, pharmaceutical plants, metal fab- 
rication companies, iron and steel works, 
cement companies, ceramic plants, jute 
mills, and major banking and financial in- 
stitutions. But even so, Egypt is still pri- 
marily an agricultural country. Nearly a 
third of her total national income comes 
from agriculture, and only about 10 per 
per cent from manufacturing.'? Cotton is 
Egypt’s most important crop, accounting 
for 75 per cent of her total exports.'* 

In July, 1952, the military took over 
Egypt; and the new government was de- 
termined to stimulate economic develop- 
ment. Since then, much industrialization 
has taken place, but not without the devel- 
opment of serious marketing problems. 
Such industries as cement, artificial silk, 
and textiles are having difficulty in market- 
ing their increased outputs; and in 1957 
several leading textile companies requested 
that no further expansion of their industry 
be attempted before market studies were 
made to determine the extent of consumer 
demand for present and future products,'® 


The Consumer Market 


The annual rate of population growth is 
2.5 per cent; thus, from a current 24.8 
million Egypt’s population is expected to 
grow to 28.6 million by 1967, and to 34.9 
million by 1977.'° The economy will have to 
progress rapidly to maintain even the pres- 
ent low national income of approximately 
$120 per capita. 

Over 50 per cent of the population is 
19 years of age or less.17 Such an age dis- 


13 Department of Statistics, Presidency of 
the Repubiic, Statistical Yearbook for the 
Egyptian Region, 1958, Cairo, 1959. 


14 Same reference. 


15 Keith Wheelock, Nasser’s New Egypt 
(New York: Frederick A. Praeger, Publishers, 
1960), p. 169. 


16 Central Statistical 
Statistical Information: 
Cairo, January, 1960. 
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tribution requires heavy investments in 
health and education. The rate of literacy 
has increased substantially in recent years, 
and now stands at 40 per cent for men and 
17 per cent for females.'§ 

Egypt has a definite social-class struc- 
ture, with some 80 per cent in the lower 
class. This group, comprised primarily of 
peasants, has considerable cultural homo- 
geneity and uniformity in its tastes and 
wants. The middle class contains 18.8 per 
cent of the population and is growing, due 
mainly to increased employment by the 
government and the land reform laws. The 
upper*class constitutes only 1.2 per cent of 
the population.!9 

Most of the population (58.2 per cent) 
derives its livelihood from agriculture, and 
only 23 per cent of the population resides 
in the metropolitan areas of Cairo, Alexan- 
dria, and the Suez Canal Zone. About 13 
per cent is engaged in manufacturing; and 
this percentage has not increased signifi- 
cantly in recent years, reflecting the fact 
that modern industry does not absorb large 
amounts of labor, due to intensive mechani- 
zation.“ There has been a consistent and 
rapid increase in the per cent employed by 
the government and services (13.7 per cent 
in 1947, as compared with 16.1 per cent in 
1958) 

Some 80 to 90 per cent of the total ex- 
penditure of rural families is for food, and 
the remaining 10 to 20 per cent is spent 
for tobacco, tea, coffee, kerosene, and basic 
clothing.** Rural households typically buy 
staples, such as grain and cloth, for further 
processing within the home. 

Foreign residents, long an important 
part of Egypt’s social and economic activi- 


17 Central Statistical Commission, Manpower 
Survey in the Egyptian Province, 1957-58, 
Cairo, May, 1959. 


18 Same reference. 

19 Hassan El Saaty, “Middle Classes in 
Egypt,” L’Egypt Contemporaire (April, 1957), 
Using the Manpower Survey of 1957-58, the 
authors updated El Saaty’s estimates. 

20 Same reference as footnote 17. 

21 Same reference as footnote 17. 


22From an unpublished report by the Na- 
tional Planning Commission, Cairo, 1959. 
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ties, have to a considerable extent “west- 
ernized” the tastes of the middle and upper 
classes. In fact, the upper classes have 
been eager to adopt many features of west- 
ern culture to the extent of ignoring their 
own. Due to the presence of a number of 
foreign minority groups, the market for 
manufactured goods is highly segmented. 


RETAILING 

In Egypt, retailing is an important form 
of unemployment relief.23 Entry into re- 
tailing is relatively easy because of the low 
investment required. The result is a multi- 
plicity of small shops (193,297) character- 
ized by poor management practices.** This 
number does not include thousands of push- 
cart operators, on-foot peddlers, and small 
agricultural producers who retail all or 
part of their production. 


Food Retailing 


About 63 per cent of all stores and 50 
per cent of all retail employees are engaged 
in food retailing.*® The sales volume for a 
typical food store is about $6,000 a year, 
and the average net return is about 9 per 
cent on sales. Stores tend to operate with 
a minimum of physical space (about 200 
square feet); equipment consisting of a 
counter, a desk, a few bins, and a scale; 
and inventory of less than $200. 

Most food stores carry a very limited 
line of commodities. Full-line stores are 
practically nonexistent. There are no super- 
markets, indeed no superettes. The typical 
metropolitan store carries unpackaged 
staples, some canned goods, a few dairy 
products, and such nonfood items as soap, 
soft drinks, cigarettes, and a few house- 
hold cleaning products. Most consumers buy 
on a hand-to-mouth basis; the purchase of 
a cigarette, a razor blade, or an egg is cus- 
tomary because of inability to finance home 
inventories, the lack of home-storage space, 
and the absence of refrigeration. 


23 Compare J. K. Galbraith and R. H. Holton, 
Marketing Efficiency in Puerto Rico (Cam- 
bridge: Harvard University Press, 1955). 


“4 Central Statistical Commission, Sampling 
Census, 1957-58, Cairo, 1959. 


25 Same reference. 


The buying of retail stock is initiated 
largely by the retailer. In rural areas, gro- 
cers deal with a limited number of retail- 
wholesalers who sell at retail in a town 
market and who also sell to grocers who 
call on them from neighboring small towns 
or villages. Metropolitan retailers buy from 
central wholesalers who tend to specialize 
in a limited number of lines. Thus retailers 
are forced to deal with many different sup- 
pliers. Fruit and vegetables are purchased 
at auction in central wholesale markets, and 
meat from the local slaughtering plant. 


Nonfood Retailing 


There are some 70,809 nonfood stores, 
employing 158,902 persons.*° As might be 
expected, such stores are, on the average, 
larger than food outlets. Over one-fourth 
are engaged in selling yard goods and 
clothing, although the total sale of ready- 
to-wear clothing is relatively small, owing 
to low incomes, the availability of handi- 
craft labor at low cost, and great diversity 
in consumer tastes and preferences, due 
to the impact of several cultures. Most 
ready-to-wear clothing is more expensive 
than is the comparable item if tailor-made. 

The relative importance of the different 
types of nonfood stores is shown in Table 
1. Note the variety of product lines carried 
by these stores and their small size. 

Department stores and specialty stores 
dominate the major metropolitan area 
shopping districts. Most specialty shops 
carry a restricted line of goods; thus, there 
are millinery shops, gift shops, luggage 
stores, and sporting-goods stores. Depart- 
ment stores are small by American stand- 
ards, and cater almost exclusively to the 
middle-income and upper-income groups. 


Retail Functions 


With respect to the buying function, 
most retailers do not have the concept of 
providing an assortment of goods. Con- 
sumer demand is interpreted in the narrow 
sense of a single item. Most retailers buy 
on a hand-to-mouth basis which, in part, 
is a reflection of the way the consumer 
buys. This practice is accentuated by the 


26 Same reference. 
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TABLE 1 
RELATIVE IMPORTANCE OF STORES IN EGypt BY TYPES OF COMMODITIES CARRIED, 1957° 


Stores selling 


No. % of nonfood stores employe 


Average number of 
es per store 


Clothing and yard goods 18,200 25.7% 2.4 
Agricultural products 14,161 20.0 1.6 


Furniture, home furnishings, 
appliances 


6,655 9.4 2.3 


Building materials 6,938 9.8 2.5 


Metals, agricultural machinery, 
scrap iron, office machinery, 
and sewing machines 

Automobiles, bicycles, spare 
parts, gasolipe, etc. 

Jewelry, photo equipment, 
musical instruments, books, 
stationery, etc. 


2,336 3.3 3.3 
1,840 2.6 5.3 


4,106 5.8 2.3 


Miscellaneous 16,573 23.4 2.1 


4Source: Central Statistical Commission, Sampling Census, 1957-58, Cairo, 1959. 3 


uncertainty generated by the government 
with respect to changes in price controls. 
Also, building an adequate inventory is 
costly, and since the supplier often provides 
the financing, the retailer is prevented 
from increasing his inventory. 

Personal selling is important in Egypt, 
since most staples are sold unpackaged. 
Further, few domestic manufacturers de- 
pend on “market pull” to sell their prod- 
ucts; thus, few customers are sold before 
they enter the retail store. Most sales peo- 
ple are, however, poorly trained and moti- 
vated. Usually they are paid a flat salary 
and are viewed with suspicion and distrust, 
to the extent that they seldom touch the 
cash register. The practice is to write a 
sales slip wich the customer takes to a 
cashier, where it is stamped “paid.” The 
slip is then taken to a section where the 
wrapping and delivery of merchandise 
takes place. 

Retail advertising and promotion is of 
minor importance. Retail advertising ac- 
counts for only 11.9 per cent of newspaper 
advertising.2*7 The absence of local news- 
papers (all the important magazines and 
newspapers are national) makes the cost 
of retail advertising prohibitive to most 
retailers. Circulars are used extensively by 
some department stores to promote clear- 
ance sales. Direct mail is used only rarely. 

27A. A. el Sherbini, Some Research on 


Advertising In Egypt (Arabic) (Alexandria 
University Press, May, 1956). 


Retail price policies are based on the con- 
cept of a limited market, a live-and-let-live 
philosophy, government price controls, and 
resale price maintenance. Typically, retail- 
ers do not believe that the lowering of 
prices will bring an increase in sales; max- 
imum gross profit is sought on every trans- 
action. Few retailers realize the importance 
of turnover and the concept of maximizing 
profits through low prices and high volume. 
Price reductions designed to expand busi- 
ness at the expense of competitors are 
usually viewed as unfair. Moreover, there 
are many implicit price agreements de- 
signed to prevent price competition among 
retailers handling similar lines. 

Markups are relatively high in view of 
the services provided. With the exception 
of articles subject to price control, the typi- 
cal markup on nonfood items is between 35 
and 40 per cent, considerably higher than 
in at least one other underdeveloped coun- 
try—India.*§ 

Two major types of credit are extended 
by retailers. The first is durable-goods fi- 
nancing in which the retailer shifts the 
financing burden to a commercial bank. The 
importance of such financing has grown 
substantially in the last few years. Terms 
are relatively low, ranging from 3 to 4 per 
cent per year. Monthly charge accounts are 
the second type of consumer credit service, 

28 Ralph Westfall and Harper W. Boyd, Jr., 


“Marketing in India,” JOURNAL OF MARKETING, 
Vol. 25 (October, 1960), pp. 11-17. 


I 
8 
‘at 
- 
’ 
4 
i 
| 
ba 


CHANNELS OF DISTRIBUTION FOR CONSUMER GOODS IN EGYPT 31 


but only a few consumers are granted this 
service. 


Efficient wholesaling facilities are par- 
ticularly important in Egypt, because of 
the push to industrialize, the relatively poor 
internal transportation and storage facili- 
ties, the prevalence of small manufacturers, 
and the concentration of manufacturing in 
Cairo and Alexandria. Historically, whole- 
salers have occupied a dominant position 
in marketing goods in Egypt. In many 
cases wholesalers were able to block the 
entry of a local product into the market— 
especially when they served as an import 
wholesaler. 


Food Wholesaling 


In 1957, there were 2,921 firms (38.9 per 
cent of all wholesalers) classified as food 
wholesalers.*® However, this figure does not 
include hundreds and perhaps thousands of 
firms which sell at both retail and whole- 
sale, but which are classified by the census 
as retail institutions, since more than 50 
per cent of their sales are at retail. 

Food wholesalers employ 15,077 persons, 
or 35.5 per cent of all employees working 
in wholesale firms. A typical wholesaler 
employs five workers and has an annual 
sales volume of from $150,000 to $200,000. 
This*volume is generated from a small ini- 
tial investment of from only $7,500 to 
$10,000. The average net margin (which 
includes the owner’s salary) is about 1.5 
per cent of sales. ’ 


Types of Wholesale Operations 

The agent is particularly important in 
the distribution of such items as canned 
fruits and vegetables, candy, and household 
cleaning articles like soaps and detergents. 
Most agents deal with a large number of 
wholesalers, sub-agents, and institutional 
buyers. Terms are usually on “open ac- 
count” which must be settled in 30 days 
from the date of purchase. In effect, the 
agent acts as a “collector” for the manufac- 
turer, with the manufacturer determining 
the price at which the items will be sold 


29 Same reference as footnote 24. 


to the retailer. The agent receives a mar- 
gin, which is often as high as 15 to 20 per 
cent. He then gives the wholesale interme- 
diaries a specific percentage of the re- 
tailer’s price, usually about 5 per cent. 

Some questions may be raised concerning 
the economic justification for the survival 
of the agent. Certainly his remuneration 
is far greater than his costs and risks. In 
Egypt his strategic role appears to be in 
the introduction of new products. The re- 
turns obtained thereafter are in reality 
dividends accruing from an initial invest- 
ment of marketing know-how. 

Full-line service wholesalers are almost 
nonexistent in Egypt; the majority carry 
a limited line. A medium-size wholesaler 
typically carries such basic supplies as 
sugar, rice, tea, and coffee. A typical small 
wholesaler carries a wider line, including 
items like cigarettes, matches, candies, 
groceries, soaps, and detergents. His sales- 
men usually canvass a small district, calling 
daily on all the small retailers in the terri- 
tory. They solicit orders in a routine fash- 
ion, return to the office and warehouse to 
prepare the orders, and deliver them later 
in the day. They are usually compensated 
on a flat-salary basis. 

All wholesalers give credit typically 
through installment buying. At the time 
orders are filled at the wholesaler’s ware- 
house, an invoice is prepared. When deliv- 
ery takes place, the retailer examines the 
merchandise and signs the invoice which 
then becomes an “open invoice.” Every day 
the salesmen make a collection which aver- 
ages 10 to 15 per cent of the amount of 
the invoice. A week is usually enough to 
settle an “open invoice.” The strategic 
function of the average wholesaler is, 
therefore, one of financing. © 


Nonfood Wholesaling 

Small-scale operations also characterize 
the 4,176 nonfood wholesalers; the average 
firm employs 6.5 employees.®° In discussing 
nonfood wholesalers, a distinction must be 
made between import agencies and those 
involved in marketing local products. 


30 Same reference as footnote 24. 
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Import Agencies 
The machinery used to sell foreign goods 
has usually followed one of two forms: (1) 


selling through exclusive agents or repre-. 


sentatives, and (2) selling through the 
manufacturers’ own branches. 

Manufacturers’ own branches have 
dwindled in importance as a result of im- 
port restrictions and exchange control. The 
exclusive agent is now the basic importing 
institution. He is the authorized represent- 
ative of the foreign manufacturer and is 
responsible for selling and distributing the 
goods throughout Egypt. Most exclusive 
agents or distributors represent different 
foreign manufacturers who produce non- 
competing and even unrelated product 
lines. One major agent, for example, repre- 
sents a tire manufacturer, a mineral-oil 
producer, a machine-belt manufacturer, 
an insulating materials manufacturer, a 
diesel-engine manufacturer, and a cal- 
culating- and adding-machine manufac- 
turer. In most cases the distributor’s sales 
operations are departmentalized on a prod- 
uct basis, with separate sales forces. In 
many cases the distributor operates his 
own “retail” outlets in major cities, and 
uses subagents to cover the remainder of 
the country. 


Wholescling of Local Products 

The merchant wholesaler is the strategic 
intermediary in selling local products. Sell- 
ing is an important function performed by 
Egyptian wholesalers, since the average 
Egyptian manufacturer is of small size and 
preoccupied with production problems. Most 
wholesalers, however, regard selling as 
simply transferring physically the goods 
from the seller to the ultimate buyer. 

With regard to the buying function, most 
wholesalers buy on a hand-to-mouth basis. 
Few recognize storage as a major function. 
The prevalence of this policy reflects the 
reluctance of wholesalers to assume the 
risk function. Economies of scale in trans- 
porting, handling, and storing merchandise 
are not usually effected. There is a serious 
lack of such handling equipment as chutes, 
escalators, conveyors, and elevators. Cold- 
storage and icing facilities are practically 
nonexistent. 
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INTEGRATION OF MARKETING ACTIVITIES 


The manufacturer has done little to ab- 
sorb those functions typically performed 
by the wholesaler or retailer because: 

1. There is not a mass market for goods. 

2. Heterogeneity of demand, caused by 

differences in cultural backgrounds, 
income, and education, constitutes 
obstacles of integration. 

Only a few manufacturers are in a 
position to bypass existing interme- 
diaries because of a lack of capital. 
From a cost point of view, it pays 
a manufacturer to permit wholesalers 
to carry out the operations required 
to service a multiplicity of smail 
shops—most of whom require credit. 

5. There is little branding of consumer 

goods. 

There have been a few cases of integra- 
tion where manufacturers did take on some 
of the functions usually performed by 
wholesalers and retailers. An outstanding 
example is the Singer Sewing Machine 
Company which distributes through sev- 
eral hundred sales-and-service representa- 
tives. The company has set up its retail 
stores under the supervision of well- 
trained, salaried managers in all the impor- 
tant urban centers. Singer relies chiefly 
upon personal salesmanship and sends spe- 
cial demonstrators to scattered small towns 
to teach people how to use its machines. 
The major factor favoring integration in 
this particular case has been the large vol- 
ume of sales made possible because a sew- 
ing machine is a valuable household item 
in an economy where home production of 
clothing is important. 

The Bata Shoe Company and the Delta 
Trading Company (a manufacturer of 
metal house furnishings, appliances, air- 
conditioners, and modern kitchens) also 
have been successful in establishing a chain 
of retail outlets covering all important 
towns. The policy of Delta is to establish 
its own retail outlets in metropolitan cen- 
ters like Cairo. Once these few outlets 
proved successful, the firm invited appli- 
cants who were interested in obtaining an 
exclusive franchise for a specific territory 
to purchase a store. 
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Other examples include the Chourbagui 
firm (a major producer of fine fabrics, 
silks, lingerie, and ladies’ stockings), 
which operates two retail stores in Cairo; 
and the Salt and Soda Company, a major 
producer of soaps, cooking fats, and oils, 
which operates a few stores in the major 
cities. In these cases, however, the objec- 
tive of direct selling has been largely pro- 
motional, and stores are used primarily for 
“display” purposes. 

In a number of instances retailers have 
attempted to engage in manufacturing. 
Such “backward” integration was initiated 
mostly by department stores and came 
after the 1956 Suez crisis. The tight 
import restrictions deprived department 
stores of foreign supplies, and consequently 
weakened their competitive position which 
had rested on their ability to offer a variety 
of exclusive imports. Furthermore, with 
their high overhead costs, Egyptian depart- 
ment stores found it almost impossible to 
be competitive in selling conventional fab- 
rics and products which are usually sub- 
ject to price control. 

To survive, some department stores at- 
tempted to integrate with producers. This 
integration has taken many forms, ranging 
from contro] over product quality and de- 
sign to complete ownership of the source 
of supply. Thus, some department stores 
provide domestic manufacturers of fabrics, 
chinaware, utensils, and the like with 
orders for “exclusive” patterns and de- 
signs. In other instances, particularly in 
the case of cutters, tailors, and the like, the 
store has gone even further by reorganiz- 
ing the production methods and techniques 
of the small supplier, as well as by provid- 
ing him with necessary tools and materials. 
In more extreme instances, the department 
store has acquired its own source of supply. 
This has been true in the case of furniture, 
electrical fixtures, kitchen equipment, etc. 

The implications of such integration re- 
main to be seen. Whether it will approach 
the results achieved by Sears, Roebuck in 
Latin America is a matter of conjecture. 
Hopefully, such a policy will play an in- 
creasingly important role in shaping the 
product policies of many domestic manu- 


facturers, since the latter rarely feel any 
pressures from the market to improve their 
products. 

Import restrictions have forced certain 
import agents to integrate “backward.” A 
few (for example, International Products, 
Inc. and Colonial, Inc.) now contract with 
domestic manufacturers to produce specific 
products in conformity with rigid stand- 
ards. In some cases the agent has received 
the exclusive rights to produce foreign 
brands on a royalty basis; for example, Lux 
soap. 


SUMMARY AND CONCLUSIONS 


Egyptian channels of distribution, with 
but few exceptions, are at about the same 
stage as were those of the United States in 
the early 1800s. Small-scale units prevail 
at all levels of the distributive process, 
with the result that high margins are nec- 
essary to offset the diseconomies of size 
and low turnover. 

At the retail level, stores typically are 
very small, carry poor assortments of goods 
of uncertain quality, lack sanitary facili- 
ties, and offer few services. At the whole- 
sale level few functions are performed. 
Essentially, the sole reason for the exist- 
ence of many wholesalers is that they have 
strong financial resources and offer liberal 
credit. Therefore, many are more inter- 
ested in the gains to be made from their 
“lending” operations than from their mar- 
keting activities. 

The government’s sequestration policy 
following the attack on Suez in 1956 caused 
many outstanding merchants to leave. De- 
spite the fact that such persons were too 
often interested in speculative profits, they 
represented a large part of the merchandis- 
ing know-how of Egypt. 

“Hopefully, more and more wholesalers 
and large retailers will reach “back” to the 
manufacturer and request the production 
of certain goods to meet their specifica- 
tions. Such would be an important device 
for setting competitive forces in operation 
and is especially important in a country. 
like Egypt where there is little competition 
at the producer’s level to provide better 
products for the consumer. 
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Creativity in Consumer Research 


© A. B. BLANKENSHIP 


Many users of marketing research seem to regard it as a mere 
matter of summarizing facts, some of which the researcher may have 
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to collect. 
This article argues that this is an oversimplification: that research, 
if it is to be sound and of most help to marketing management, must 


the like. 


ARKETING RESEARCH—of the con- 
sumer variety—is often believed to be 
something that anyone of at least reason- 
able intelligence and a little-better-than- 
average common sense or judgment can 
undertake. But creativity is a basic need 
if consumer research is going to be as use- 
ful as it might be. Without creativity, the 
outcome of a study may even be misleading. 
There are people in research who are 
merely hacks, although good ones. What- 
ever they turn out, you can count on—it 
will be accurate, within the limitations of 
the approach used, although it may have 
little or nothing else to commend it. There 
is also the creative research man— one 
rarely satisfied to use merely straight ques- 
tions to get straight answers. Creative re- 
search provides richness and thoroughness 
of reaction. Well-done creative research is 
also dependable and useful. 

Fact-gathering and research often have 
been confused. The thinking seems to be 
that the researcher simply collects facts 
and presents them. Collection of consumer 
facts is held to be identical with summar- 
izing consumer facts as reported by the 
census, for instance. The only real differ- 


* ABOUT THE AUTHOR. A. B. Blankenship is Vice 
President of Canadian Facts Limited, in Toronto. He 
has been active in Canadian marketing research for 
the past four years. 

Previously he was associated in principal posts with 
several American advertising and marketing research 
agencies. He holds a Doctorate in psychology from 
Columbia University. 

Dr. Blankenship is author, co-author, or editor of four 
books in marketing research and marketing, and a pre- 
vious contributor to the JOURNAL OF MARKETING. 


be creative and imaginative in study design, question design, and 


ence, the argument runs, is that someone 
must go out and ask consumers some ques- 
tions for you. 

The research user feeling this way is 
likely to avoid a creative researcher, for 
fear that the researcher’s own concepts and 
beliefs will result in “findings” largely the 
outgrowth of the researcher’s predisposi- 
tions, rather than objective facts. 

Such a research user may also believe 
that he can design his own research, and 
merely have the research man or organi- 
zation carry it out. There are two difficul- 
ties: a top executive highly creative in his 
own line of research may not be creative 
in research; and a top executive may fancy 
himself a research technician without 
knowing the first thing about the technical 
problems in research. 

Many think that planning or ordering 
consumer research is rather like a visit to 
a restaurant; find out what is available and 
place an order. Simply tell the research 
man that you want to ask people whether 
or not they use your brand, and how much 
product they consume; this way’ you can 
tell your market share and consumer share. 
Or, it seems simple enough to learn how 
many people—and which ones—have been 
reached ‘by a particular advertisement. 

The marketing manager or account su- 
pervisor may say that all he wants to know 
is the effectiveness of this particular kind 
of copy approach. “Let’s have no nonsense 
about it; let’s just find out!” 

Creativity in research provides no de- 
fense for use of inadequate research stand- 
ards. But maintenance of technica] stand- 
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ards alone is not good research, any more 
than technical standards alone can make for 
a good researcher in a physical science. One 
must also be an architect with some over- 
all judgment in his creating processes. The 
research technician, while necessary, should 
not be the man running a research depart- 
ment or an independent research organi- 
zation, unless he couples with this technical 
“know-how” some understanding of the 
creative process in consumer research. 

Creative research, as used here, is not 
necessarily motivation research. Psycho- 
logical research (a better term than moti- 
vation research) IS, to be sure, a major 
example of imaginative research. In itself, 
though, as commonly defined, it has far too 
many shortcomings to be the dependable, 
imaginative, creative approach needed. 

Many years ago a researcher didn’t be- 
lieve the answers he was getting on direct 
questions as to the publications people read. 
Everyone reported “prestige” publications; 
few admitted to readership of the low 
prestige type. He got a very different pic- 
ture when he had solicitors collect maga- 
zines from the same homes “for charitable 
purposes.” What people said they read, on 
direct question, and what they actually 
must have read, on the basis of magazines 
in the home, were quite different things. 

This is not special “psychological” knowl- 
edge. It is simply a matter of the research- 
er’s having unusual insight. Imaginative 
research is controlled and practical. Much 
“motivation” research meets neither cri- 
terion. 

There is still another difference between 
creative research and motivation research. 
Motivation researchers sometimes argue 
that rigid technical standards of consumer 
research — especially those of sampling — 
are unimportant. Creative research as such 
sees no need for modifying the rigid tech- 
nical standards of any good consumer 
study. 


EXAMPLES OF CREATIVE RESEARCH 


Creativity in research can be illustrated 
by reference to five areas: design around 
a concept; experimental design; question 
design; measurement of respondent char- 
acteristics; and method of analysis. 
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Design Around a Concept 

Brand image is one of today’s important 
concepts in marketing. A research firm was 
concerned with the effect that a particular 
advertisement might have on brand image, 
and designed a research procedure which 
would test this effect. In essence, it meas- 
ures brand image before there is any ref- 
erence to the particular advertisement. 
Then the particular advertisement is ex- 
posed, and some psychologically-designed 
questions are asked about the person’s reac- 
tions to the advertisement. The advertise- 
ment is then removed, and brand image is 
again measured. The results indicate how 
the advertisement has modified brand im- 
age, how these changes have occurred psy- 
chologically, and what these things mean 
in the design of the particular advertise- 
ment. 

A study was conducted of women’s be- 
havior and attitudes toward a packaged 
dessert. One aspect covered women’s image 
of the sponsor’s brand versus that of the 
chief competitive brand. 

It was theorized that it might be a far 
more significant measure of image if it 
could be demonstrated that the image of 
each brand actually colored the sensations 
that people received of the brand as they 
looked at it and tasted it. Therefore, two 
small prepared samples of the identical 
brand were offered to the woman at the 
door of her home. She was told that the 
first sample was one brand, the other sam- 
ple the second brand. She looked at and 
tasted each one, and then gave her reac- 
tions- in terms of such aspects as flavor, 
sweetness, color, and texture. Her concepts 
of each brand did indeed color her reac- 
tions to each sample. 

This was a method of determining the 
effect of brand image on the perception of 
two brands. It was a fairly significant way 
of looking at the total effect of image. 


Experimental Design 


A Canadian manufacturer whose sales 
led his particular food class wanted to know 
how much of his superior market position 
was due to the package. Since he and his 
major competition had both had their brands 
on the market for years, this was a difficult 
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ARKETING RESEARCH—of the con- 

- sumer variety—is often believed to be 
something that anyone of at least reason- 
able intelligence and a little-better-than- 
average common sense or judgment can 
undertake. But creativity is a basic need 
if consumer research is going to be as use- 
ful as it might be. Without creativity, the 
outcome of a study may even be misleading. 

There are people in research who are 
merely hacks, although good ones. What- 
ever they turn out, you can count on—it 
will be accurate, within the limitations of 
the approach used, although it may have 
little or nothing else to commend it. There 
is also the creative research man— one 
rarely satisfied to use merely straight ques- 
tions to get straight answers. Creative re- 
search provides richness and thoroughness 
of reaction. Well-done creative research is 
also dependable and useful. 

Fact-gathering and research often have 
been confused. The thinking seems to be 
that the researcher simply collects facts 
and presents them. Collection of consumer 
facts is held to be identical with summar- 
izing consumer facts as reported by the 
census, for instance. The only real differ- 
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Previously he was associated in principal posts with 
several American advertising and marketing research 
agencies. He holds a Doctorate in psychology from 
Columbia University. 

Dr. Blankenship is author, co-author, or editor of four 
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Creativity in Consumer Research 


© A. B. BLANKENSHIP 


Many users of marketing research seem to regard it as a mere 
matter of summarizing facts, some of which the researcher may have 


This article argues that this is an eee that research, 
if it is to be sound and of most help to mar 
be creative and imaginative in study design, question design, and 


eting management, must 


ence, the argument runs, is that someone 
must go out and ask consumers some ques- 
tions for you. 

The research user feeling this way is 
likely to avoid a creative researcher, for 
fear that the researcher’s own concepts and 
beliefs will result in “findings” largely the 
outgrowth of the researcher’s predisposi- 
tions, rather than objective facts. 

Such a research user may also believe 
that he can design his own research, and 
merely have the research man or organi- 
zation carry it out. There are two difficul- 
ties: a top executive highly creative in his 
own line of research may not be creative 
in research; and a top executive may fancy 
himself a research technician without 
knowing the first thing about the technical 
problems in research. 

Many think that planning or ordering 
consumer research is rather like a visit to 
a restaurant; find out what is available and 
place an order. Simply tell the research 
man that you want to ask people whether 
or not they use your brand, and how much 
product they consume; this way you can 
tell your market share and consumer share. 
Or, it seems simple enough to learn how 
many people—and which ones—have been 
reached by a particular advertisement. 

The marketing manager or account su- 
pervisor may say that all he wants to know 
is the effectiveness of this particular kind 
of copy approach. “Let’s have no nonsense 
about it; let’s just find out!” 

Creativity in research provides no de- 
fense for use of inadequate research stand- 
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CREATIVITY IN CONSUMER RESEARCH 


ards alone is not good research, any more 
than technical standards alone can make for 
a good researcher in a physical science. One 
must also be an architect with some over- 
all judgment in his creating processes. The 
research technician, while necessary, should 
not be the man running a research depart- 
ment or an independent research organi- 
zation, unless he couples with this technical 
“know-how” some understanding of the 
creative process in consumer research. 

Creative research, as used here, is not 
necessarily motivation research. Psycho- 
logical research (a better term than moti- 
vation research) IS, to be sure, a major 
example of imaginative research. In itself, 
though, as commonly defined, it has far too 
many shortcomings to be the dependable, 
imaginative, creative approach needed. 

Many years ago a researcher didn’t be- 
lieve the answers he was getting on direct 
questions as to the publications people read. 
Everyone reported “prestige” publications; 
few admitted to readership of the low 
prestige type. He got a very different pic- 
ture when he had solicitors collect maga- 
zines from the same homes “for charitable 
purposes.” What people said they read, on 
direct question, and what they actually 
must have read, on the basis of magazines 
in the home, were quite different things. 

This is not special “psychological” knowl- 
edge. It is simply a matter of the research- 
er’s having unusual insight. Imaginative 
research is controlled and practical. Much 
“motivation” research meets neither cri- 
terion. 

There is still another difference between 
creative research and motivation research. 
Motivation researchers sometimes argue 
that rigid technical standards of consumer 
research — especially those of sampling — 
are unimportant. Creative research as such 
sees no need for modifying the rigid tech- 
nical standards of any good consumer 
study. 


EXAMPLES OF CREATIVE RESEARCH 


Creativity in research can be illustrated 
by reference to five areas: design around 
a concept; experimental design; question 
design; measurement of respondent char- 
acteristics; and method of analysis. 
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Design Around a Concept 

Brand image is one of today’s important 
concepts in marketing. A research firm was 
concerned with the effect that a particular 
advertisement might have on brand image, 
and designed a research procedure which 
would test this effect. In essence, it meas- 
ures brand image before there is any ref- 
erence to the particular advertisement. 
Then the particular advertisement is ex- 
posed, and some psychologically-designed 
questions are asked about the person’s reac- 
tions to the advertisement. The advertise- 
ment is then removed, and brand image is 
again measured. The results indicate how 
the advertisement has modified brand im- 
age, how these changes have occurred psy- 
chologically, and what these things mean 
in the design of the particular advertise- 
ment. 

A study was conducted of women’s be- 
havior and attitudes toward a packaged 
dessert. One aspect covered women’s image 
of the sponsor’s brand versus that of the 
chief competitive brand. 

It was theorized that it might be a far 
more significant measure of image if it 
could be demonstrated that the image of 
each brand actually colored the sensations 
that people received of the brand as they 
looked at it and tasted it. Therefore, two 
small prepared samples of the identical 
brand were offered to the woman at the 
door of her home. She was told that the 
first sample was one brand, the other sam- 
ple the second brand. She looked at and 
tasted each one, and then gave her reac- 
tions in terms of such aspects as flavor, 
sweetness, color, and texture. Her concepts 
of each brand did indeed color her reac- 
tions to each sample. 

This was a method of determining the 
effect of brand image on the perception of 
two brands. It was a fairly significant way 
of looking at the total effect of image. 


Experimental Design 


A Canadian manufacturer whose sales 
led his particular food class wanted to know 
how much of his superior market position 
was due to the package. Since he and his 
major competition had both had their brands 
on the market for years, this was a difficult 
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question to answer. The amount and nature 
of their marketing efforts had been con- 
siderably different. Prices were about the 
same. There were only minor quality differ- 
ences. Obviously people had become accus- 
tomed to purchasing a particular brand. 
The usual tests of package familiarity, visi- 
bility, and the like could not be expected 
to provide the answer. 

The researcher developed a plan that pro- 
vided the answer to the question. In two 
nearby American cities, he got the co-oper- 
ation of several food outlets, who for a 
week offered only these two brands for sale 
within that food class. Shelf position was 
controlled so that neither brand had an ad- 
vantage. Since the consumers had had no 
previous experience with either brand, 
their first purchase lad to be due to the 
package. 

The results were a surprise. The manu- 
facturer with the market lead had it in 
spite of the package. In the test, his com- 
petition outsold him 2 to 1; and so a 
package-design firm was retained to recon- 
struct the package. 

The usual method of testing consumer 
reaction to competing products (or new 
varieties of a product) is to take these to 
the home of the consumer, get her (or 
him) to agree to try them, and then call 
back later, after she (or he) has had a 
chance to try them, to measure reaction. 

Generally brand is not disclosed; these 
are “blind” product tests. The placement 
and recall method of consumer product 
testing has become so common that many 
marketing men and researchers do not 
spontaneously think of any other approach. 
But there is another approach. 

In one case there was a budgetary and 
time problem. The manufacturer needed 
the reliability of a fair number of cases, 
but within the budget it was impossible to 
conduct the usual placement-and-recall 
study. Suddenly it became apparent that 
there was no need to make a call-back— 
that the product, while it required some 
preparation, would be ready to try within 
the time of the interview. This idea solved 
the research and the budgetary problems 
simultaneously. 

Another interesting case of creativity in 
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experimental design occurred in an Opin- 
ion Research Corporation study, in which 
working people were asked to give their 
reactions to each of the major provisions 
of the Taft-Hartley Act, without any indi- 
cation that each one was a part of that law. 
In almost every case, labor was in favor 
of the particular issue. When labor people 
were asked their reaction to the Act, it 
was overwhelmingly opposed. This was an 
ingenious research design which demon- 
strated the distinction between an emo- 
tional reaction to a label (the Taft-Hartley 
Act) and intellectual reaction to the con- 
tents of that same Act. 


Question Design 

Question design is even more important 
than question phrasing. Truly imaginative 
approaches are essential if accurate replies 
are to be obtained, especially where there 
may be psychological blocks to the reply. 

Consider the apparently simple matter of 
asking people how much beer they drink. 
There are two difficulties. First, many peo- 
ple do not care to admit that they are beer 
drinkers. Second, the heavy beer drinker 
may not care to admit the quantity of beer 
he consumes. 

The first difficulty is solved by asking 
three questions in rapid-fire sequence, after 
explaining that one is making a study of 
the brands of products people happen to 
prefer: “What is your favorite brand of 

. . soap? Toothpaste? Beer?” There is no 
danger that the nonuser of a product will 
name a brand. There is no reason for him 
to do so, and he will identify himself as 
a nonuser of the product. 

The second question: “Now, let’s talk 
about the amount of beer you drink. Into 
which of these groups do you happen to 
fall, so far as beer-drinking is concerned?” 
At this point the following card is shown: 


Amount of Beer Consumed Weekly 
A. HEAVY BEER DRINKER 
(over 60 pints weekly) 
B. MEDIUM HEAVY BEER DRINKER 
(49 to 60 pints weekly) 


1 The Strange Case of the Taft-Hartley Bill 
(Princeton, N. J.: Opinion Research Corpora- 
tion, July, 1947). 
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C. MEDIUM BEER DRINKER 

(37 to 48 pints weekly) 
D. MODERATE BEER DRINKER 

(25 to 36 pints weekly) 
E. FAIRLY LIGHT BEER DRINKER 

(13 to 24 pints weekly) 
F. LIGHT BEER DRINKER 

(7 to 12 pints weekly) 
G. VERY LIGHT BEER DRINKER 

(Under 7 pints weekly) 

After getting the “letter” reply (which 
also helps to reduce the embarrassment of 
admitting a heavy specific drinking level), 
the investigator then asks: “How many 
pints did you happen to drink, say, in the 
past week?” 

The respondent has already said that he 
is a beer drinker. He is then led to believe 
that no matter how much beer he drinks, 
there are others who drink more, and so 
there is no reason why he should not admit 
to his level of drinking. These questions 
have produced results paralleling gallonage 
figures reported in terms of government 
taxes within an area. 


Measurement of Respondent Characteristics 


Within recent years another innovation, 
largely due to creativity of certain re- 
searchers, has been “doorstep measure- 
ment” of personality characteristics. There 
is little question that such measurements, 
thus far, are not very accurate; but the 
interesting thing is that they have been 
made at all. 

One dependable measurement of respond- 
ent psychological characteristics made in a 
marketing research study was conducted by 
an advertising agency. A vocabulary test 
was used as a measure of intelligence, and 
results indicated the respondent’s intelli- 
gence level reasonably well. 

Traditional factors of answer analysis by 
demographic characteristics of the re- 
spondents are well-known; among the fac- 
tors commonly used are respondent’s age, 
marital status, presence or absence of chil- 
dren in the home, and sex and age of other 
family members. Katz and Lazarsfeld com- 
bined these factors into a single significant 
scale which they termed stage in the “Life 
cycle.”2 While the scale was somewhat less 
elaborate than the one given here, the rea- 
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soning was about the same. That is, it is 
possible to describe particular periods of a 
woman’s life, all connected with her femi- 
nine role. These are outlined below—al- 
though the categories have been modified 
somewhat from the original concepts. 

SINGLE GIRL: the girl of 25 or under 

who is not yet married. 

NEWLYWED: the girl married only a 

year or so, without children, gener- 

ally in her twenties. 

YOUNG MARRIED WOMAN: the girl 

married slightly longer than the one 

in the preceding group, with a child of 
pre-school age. The woman is general- 
ly in her late twenties or early thirties. 

PRIMARY SCHOOL MOTHER: this is self- 

defined, and the woman is generally in 

her thirties. 

MOTHER OF TEEN-AGER: this is also self- 

defined, and the mother is generally in 

her late thirties or early forties. 

MOTHER OF GROWN CHILDREN: this is 

the woman whose children are old 

enough to have left the home, and may 
have done so; such a woman is usually 
in her late forties or early fifties. 

SENIOR CITIZEN: this is a woman whose 

husband is 65 or more, and usually 

is retired. 

These categories have been successfully 
used, in this form or their masculine coun- 
terpart, in consumer research. They have 
added considerably to the understanding of 
consumer reactions. 


Method of Analysis 


One of the most profitable ways in which 
creativity can work wonders in research 
has to do with the method of analysis. 

Here is an example. A researcher had 
made an analysis of data from a consumer 
study which showed that listeners to a 
sponsor’s program were more favorable to- 
ward the company than were nonlisteners. 
The problem was to find out whether the 
show itself made its viewers more favora- 
ble. 

The researcher compared the attitudes of 


2 Elihu Katz and Paul F. Lazarafeld, Per- 
sonal Influence. (Glencoe, Illinois: The Free 
Press, 1955), pp. 221-224. 
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listeners who were and were not able to 
identify the sponsor. Those able to iden- 
tify the sponsor were more favorable to the 
company than those who could not, who 
were still slightly more favorable than 
those who were nonlisteners to the show. 
Logically it could then be argued that the 
show had its greatest effect among those 
who knew the sponsor, that it even had 
some subtle effect on those who could not, 
but that it had no chance to work at all 
among those who were not its listeners. 
It was difficult to argue in reverse that the 
most favorable sought out the show because 
they knew its sponsor, but that even the 
next most favorable group sought out the 
show, despite their lack of sponsor knowl- 
edge, because of their favorability. 

Politz made an interesting analysis in a 
study of car owners.4 He began with the 
hypothesis that the easier it is to depress 
the accelerator pedal of a car, the greater 
the acceleration appears to be. One could 
not ask a direct question about this, for 
the motorist probably is not conscious of 
this, even if true. However, it is possible 
to ask apparently unrelated questions on 
how easy or how hard the accelerator pedal 
is to depress, and how much pickup the 
car has. The cross-tabulation of the two 
clearly demonstrated the correctness of the 
hypothesis. People do judge pickup, at least 
in part, by how easy it is to depress the 
accelerator pedal. 

Another example comes from a study on 
coffee attitudes. Most people think that they 
like coffee that is just a little stronger than 
most other people like it. But this is merely 


3 This example is from a confidential report 
to a client in which the author participated. 


4 Alfred Politz, “Science and Truth in Mar- 
keting Research,” Harvard Business Review, 
Vol. 35 (January-February, 1957), pp. 117-126. 
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a belief; their neighbors like it about the 
same strength. The statements smack a 
little of the mystical, until one shows how 
easily they come from analysis of facts in 
the particular study. There were two ques- 
tions about how people liked their coffee 
in terms of strength: one, about the re- 
spondent; the other, his belief about other 
people. There was a tendency for the coffee 
drinker to rate himself as enjoying coffee 
stronger than his neighbor liked, though 
not by much. Through a controlled-observa- 
tion process, it was also found that the per- 
son who said that he liked strong coffee 
was only a little more likely to like it strong 
than the person who said that he liked 
medium coffee. 


WAPLICATIONS 


“Traditional” research lacks the richness 
that creative research provides. Creative 
research not only can give an answer to a 
marketing problem, but also a background 
of understanding of reactions which lead 
to that answer. The traditional research 
approach merely gives the answer as to 
whether a particular marketing idea will 
work, when it can do this successfully. The 
creative research approach not only gives 
a more dependable answer, but also pro- 
vides a full, enriched understanding of the 
“whys” and “wherefores.” 

“Traditional” research assumes that care 
in question phrasing, good sampling, sound 
field work, and accuracy in tabulation are 
alone guarantees of a good study. While 
these ingredients are “musts” for sound 
research, they alone are not enough. 

One never knows in advance when it is 
safe to assume that a simple, direct ques- 
tion will give a dependable answer, and 
when it may not. The creative researcher 
attempts to find out in advance of the study. 


For science is not technology, it is not gadgetry, it is not some 
mysterious cult, it is not a great mechanical monster. Science 
is an adventure of the human spirit. It is an essentially artistic 
enterprise, stimulated largely by curiosity, served largely by disci- 
plined imagination, and based largely on faith in the reasonable- 
ness, order, and beauty of the universe of which man is a part. 

—Warren Weaver, “A Great Age for Science,” Goals for 
Americans (New York: Prentice-Hall, Inc., 1960), p. 105. 
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HILE SOME may be better off than 

others, the railroads of the United 
States have seen better days. Accounts of 
their dire circumstances are heard before 
Congressional Committees, in their trade 
association’s releases, in addresses by rail- 
road officers, and in speeches of members 
of the regulatory body. In spite of great 
advances made in the art and technique of 
railroading, the problem of survival threat- 
ens the industry. 

It is the thesis of this article that a 
marketing-management approach, with par- 
ticular emphasis upon marketing research, 
would prove especially helpful to the rail 
carriers. In general, railroad management 
has been slow to accept this approach to 
their problem. 


Public Policy Approach 

We are told that the “deteriorating rail- 
road situation” is due to unfair work rules, 
unfair government regulations particularly 
with respect to minimum rates, restriction 
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Professor of Marketing at Georgia State College. A 
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degree from the University of Oregon and his doc- 
torate from Indiana University. 
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How Marketing Research 
Can Help Railroads 


© WALTER KRAMER 


Railroad management has spent considerable effort urging changes 
in public policy which they argue is the cause of their present diffi- 
culty. One of the dangers of this activity is that it may blind manage- 
ment to the possibilities that still exist within the present regulatory 
framework for profitable operation of a transport media. 

It is suggested that a new approach to the marketing of this service 
with emphasis on marketing research will help materially to increase 
sales of railroad transportation services. 


of entry and depreciation allowances, 
unfair taxes and erroneous governmental 
policies, and the unfair support through 
subsidies of competitive forms of transpor- 
tation. If we are to believe advertisements 
of the Association of American Railroads, 
the governments of Japan and of Commu- 
nist Russia demonstrate far more wisdom 
than Washington in this aspect of public 
policy. The results, we are given to under- 
stand, are higher prices to the consumer 
because of higher freight costs. The follow- 
ing argument is typical. 

“The nation’s transportation bill can be 
cut substantially if a sufficient volume of 
traffic can be attracted to the railroads. 
Government regulatory policies have over- 
looked as a basic economic fact that as vol- 
ume increases unit costs go down. The end 
result—the public is paying a higher 
transportation bill because of government 
policies. Outmoded regulation as adminis- 
tered today serves to protect the railroads’ 
competitors, with the public interest a sec- 
ondary consideration.”! 


The implication is clear. Supposedly the 
reason traffic is not attracted to the rail- 
roads is “unfavorable” government policy. 

Without dwelling further on this point, 
it is fair to say that the railroads, while 
they tend to overstate their case, may not 


1 Address of Clair M. Roddewig, President 
of the Association of Western Railways, Chi- 
cago, before the Kansas City Traffic Club, 
Kansas City, Missouri, September 28, 1959. 
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be completely without cause in their com- 
plaint and in their efforts to change public 
policy. However, it is important to recog- 
nize that their efforts, costly as they are, 
are not likely to result in significant 
changes in government policy. The high- 
way, water, and air carriers have equally 
powerful lobbies at work. Even if such 
changes that the railroads ardently desire 
and the opposition vigorously oppose could 
be brought about, they are not likely to 
make a great dent in the railroad industry 
problem. 


Monoply Remnants 


It is traditional in the railroad industry 
to be concerned with problems of supplying 
the service, or the operating problems. One 
has only to note the dominant role of the 
operating department. It is not usual for 
those responsible for the marketing func- 
tions to have a great voice in policy making. 

Consider the typical approach of spokes- 
men for the industry when discussing the 
“railroad problem.” First, there is a given 
amount of transportation associated with 
the various levels of economic activity, and 
this volume constitutes “potential” railroad 
traffic. Second, with this volume on the one 
hand and with the rates of competitors 
raised to.cover “user charges,” the spread 
between “out-of-pocket” costs and value of 
service, assuming pricing “freedom,” would 
be sufficient for the railroads to handle all 
traffic under prosperous terms. In other 
words, transportation is seen as a homo- 
geneous service with a price administered 
by government, directly or indirectly to the 
railroads’ disadvantage. This kind of think- 
ing reflects a monopoly notion that takes 
demand for granted. 


Neglect of Demand Analysis 


A recent publication of the Interstate 
Commerce Commission, dealing with the 
change in railroad freight traffic as com- 
pared with production, reports that the 
“Ratio of Actual to Potential Railroad 
Tons” fell from 78.9 per cent in 1955 to 
74.3 per cent in 1957, using 1947 as a base 
year. Consider the following statement: 

“.. . One objective of each such release 
was the ascertainment of how the traffic 
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carried by railroads in given years com- 
pared with the traffic the railroads would 
have carried if their traffic in those years 
had kept the same relation to output of 
commodities as existed in a base year. The 
differences, if they were negative, indi- 
cated the extent to which diversions or 
other factors have caused losses of traffic 
by railroads... 

“As suggested above, however, factors 
other than competition of other modes of 
transportation have affected rail traffic. 
Changes in transportation requirements as 
the result of decentralization of population, 
shifts in production to points near major 
raw materials, changes in the form in 
which commodities are shipped (as the 
partial displacement of shipments of citrus 
fruits by juices or concentrates), or the 
substitution of commodities (as of fuel oil 
or natural gas for coal) are among these 
factors. No attempt has been made to 
measure the influence of these several fac- 

Such studies miss the important question, 
which is not what percentage of traffic the 
railroads have lost compared to some arbi- 
trary base year but rather why and how 
such losses can be prevented in the future. 
The term “potential railroad” tonnage is 
disastrous in its implication. There is no 
share of traffic based upon some past ex- 
perience that necessarily applies for the 
future. There is only distribution that re- 
quires transportation of a particular and 
changing dimension; and whether the rail- 
road industry moves this or not depends 
upon its ability to forecast the nature of 
this demand and to adjust to meet it. 

Railroad planning should begin with mar- 
keting research to determine the effect of 
influences at work to change the nature and 
dimension of demand for transport serv- 
ices. Unfortunately, when research is men- 
tioned to a railroad man, he reacts as 
though the term applies only to technical 
or engineering research. If there is insuf- 
ficient demand for the service, studies to 


2 Bureau of Transport Economics and Sta- 
tistics, Interstate Commerce Commission, Fluc- 
tuations in Railroad Freight Traffic Compared 
with Production, mimeographed, Washington, 
June, 1960, p. 1. 
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improve the plant that provides the service 
may be only academic. 

The brutal truth is that railroad man- 
agement does not know nearly enough about 
the demand for transportation § services. 
The concept of marketing management 
which recognizes the user or buyer of the 
service as the judge of its value, and which 
emphasizes the necessity for knowledge 
and understanding of the factors that de- 
termine or influence his concept of value, 
has only just begun to penetrate this indus- 
try. Yet it is particularly important for this 
industry to know more about long-run 
demand factors. To supply transportation 
service of the traditional railroad type, it 
is necessary to make long-run commit- 
ments of large amounts of resources. 
Whether the managers know the nature 
and dimension of demand for transporta- 
tion in the future or not, they must behave 
as if they do. 


TRANSPORTATION AND DISTRIBUTION 


The changing requirements of firms for 
various amounts of different kinds of 
transport services can best be understood in 
terms of changes in the distribution sys- 
tems. 


Elements of Transportation 


The term “transportation” is subject to 
some ambiguity. It may signify a system 
designed to transport or it may be used 
to mean a ticket or a pass entitling the 
holder to transport. In this article it is 
used as the noun derived from the verb 
“to transport,” which means to carry or to 
convey goods or persons from one place to 
another. 

The essential aspects of the concept are 
goods of various qualities and quantities 
being moved various kinds and quantities 
of distance all within a framework of time. 
Specific kinds of transportation then can 
be defined in terms of the four following 
dimensions. 


1. Nature of goods. 
2. Volume of goods. 
3. Distance. 


4. Time. 
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The means of producing transport service 
are composed of three factors: (1) the 
path, road, sea lane, airway, guide, or 
“way” over which (2) a carriage, wagon, 
ship, or container moves, (3) propelled by 
some means appropriate for this purpose. 

Early man combined the natural water- 
ways with the energy of the wind har- 
nessed for this purpose by a sail mounted 
upon a ship, and thus developed a mode of 
transport commensurate with the level of 
his culture. The iron age and steam power 
made it possible to improve the road way 
with a steel rail, to combine it with the 
flanged wheel and the cheap, plentiful pow- 
er of steam to produce the railroad. The 
impact of this combination on economic 
history is common knowledge. 

The use of the airway waited upon the 
creation of an energy source and converter 
with a power-to-weight ratio high enough 
to permit lift. The application of jet power 
to the plane, and the combination of the 
ubiquitous automobile and truck with the 
expanding system of public roads are two 
categories of the many examples of the 
continuing evolution of transport forms. 

Each of these modes or agencies of the 
transportation system has its particular 
inherent advantage, that is, a particular 
ability to carry particular kinds of goods 
of a certain range of values, in various 
volumes, long or short distances to concen- 
trated or scattered destinations at speeds 
relatively slow or rapid, at lower unit costs 
than other forms. Thus, we say trucks are 
generally better equipped to convey goods 
of relatively high value and low volume, 
short distances to a wide number of scat- 
tered destinations. Pipelines are better able 
to carry great volumes of fluids great dis- 
tances to concentrated destinations. Each 
form or mode of service is equipped to pro- 
vide transport service of a particular kind 
as defined in terms of the four dimensions 
mentioned: nature of the goods, volume, 
distance, and time. 

An inherent advantage is only an advan- 
tage if the demand for transport service is 
defined in terms of the kind of transport 
service the mode is capable of providing. 
An inherent advantage may become an in- 
herent disadvantage, depending upon the 
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dimension of the transport service de- 
manded and the slowness of the mode to 
conform to these changes. 

The kind of transportation that is most 
economical is not necessarily the cheapest. 
The most economical transport for a firm 
or an industry at any given time is a func- 
tion of the most economical distribution 
pattern, not the unit cost of transporta- 
tion. 


Elements of Distribution 


Distribution may be defined as that ac- 
tivity which is concerned with placing 
goods in the proper place at the proper 
time within the framework of the firm’s 
objectives. As applied to marketing, it in- 
cludes a: series of functions that affect the 
addition of time and place utility to the 
form that brings the utility of the product 
closer to the image desired by the con- 
sumers. 

Distribution is part of the concept of 
marketing channels. Marketing channels 
may be thought of as composed of two 
parts: the promotion of the sale of goods 
through a series of intermediaries from 
producer to consumer, and the actual dis- 
tribution or physical flow of these goods. 
This flow is not constant but is often in- 
terrupted by a series of pauses, assemblies 
or inventories. 

Economies of scale in production and 
inability to accurately forecast demand 
make inventories necessary. Inventory man- 
agement is concerned with maintaining 
adequate stocks at minimum costs. Im- 
provements in communication can reduce 
inventory carrying costs through better 
demand forecasts and reduction of lead 
time. 

Transportation of these goods in eco- 
nomical volumes from one assembly place 
to the next en route to the consumer is a 
factor in distribution. 

Decisions regarding the location and 
number of warehouses, retail outlets, and 
other stores of inventory, as well as the 
site of production facilities, are important 
considerations in distribution. 
Distribution systems are designed to in- 
tegrate the factors of location, inventory, 
materials handling, transportation, and 
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communication to effect lowest total unit 
distribution costs within the framework of 
the firm’s objectives. 


Economical Transportation 


The most economical form of transporta- 
tion is not necessarily that kind of trans- 
port service with the lowest price. It is 
that form of transportation which, taken 
together with the other factors in the dis- 
tribution system, results in the optimum 
unit distribution cost. 

The buyers of transportation are con- 
cerned with achieving optimum distribu- 
tion costs. Railroad managements’ loud 
proclamation that theirs is the low-cost 
form of transport misses the point. What 
railroad management must be concerned 
with is not the price of the service alone, 
but also with the dimensions of transpor- 
tation service that will result in the opti- 
mum unit distribution cost for the user. 
For example, it may reduce transport costs 
to operate one train of 120 cars. It may 
lower distribution costs to operate 6 trains 
of 20 cars each. 

Before this industry can provide a serv- 
ice with greater relevance, more must be 
known about the market for transporta- 
tion. Management must learn more about 
the factors that determine the dimension, 
speed, volume, unit cost, and the like for 
each stratum, segment, or group of distrib- 
utors of goods. 


HOW MARKETING RESEARCH CAN 
HELP THE RAILROADS 

Many factors caused a decrease in the 
amount of inventory that can be held at 
optimum cost. For example, such items of 
inventory carrying cost as capital charges 
rising from increases in unit costs of the 
inventoried items, or increases in the cost 
of land, buildings, and other physical stor- 
age factors, may make reductions in stock 
and hence more frequent transport of 
smaller lots desirable. New transport tech- 
niques— with emphasis upon speed and 
timing—have made it possible to reduce 
not only working inventories and safety 
stocks but also to reduce inventories en 
route or in “the pipeline,” by reducing 
lead time. Higher unit costs of such trans- 
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portation can be “traded off” against sig- 
nificantly lower inventory carrying costs. 

The economical location as well as num- 
ber of inventory assembly points has 
changed as the flexibility, speed, or other 
relevant characteristics of the evolving 
transport patterns. The flexibility of the 
combination of truck and public road has 
liberated locational choices from the frozen 
pattern of rail transport. 

Changes in consumers’ behavioral pat- 
terns, particularly those resulting from 
their release from earlier dependence upon 
public transport systems, have accompanied 
and in some measure accentuated the de- 
centralization of industry. The result is a 
whole new host of destinations which can- 
not be served by the traditional pattern of 
rail service. And on the horizon, the loca- 
tion of traffic gateways that were once 
natural break-bulk and transfer points for 
both freight and passenger traffic in a land- 
bound transportation pattern are slowly 
being made irrelevant by air routes. 

The nature of goods has been modified to 
help create a more effective distribution 
system using other than rail transport. 

“Consolidated Coal Company, for in- 
stance, last year pumped 1,325,000 tons of 
coal from its mines in Cadiz, Ohio, 108 
miles through a pipeline to Cleveland Elec- 
tric Illuminating Company’s Eastlake, 
Ohio, plant. It was moved in the form of 
slurry—50% coal and 50% water—and ac- 
counted for about 90% of the power plant’s 
fuel needs. Elaborate facilities, which are 
expensive to operate, are needed to dehy- 
drate the slurry so it can be burned, but 
it is still cheaper to use pipeline coal than 
railroad delivered fuel.’ 

Newer forms of transport service and 
in particular the almost universally avail- 
able access to private transportation have 
given distribution a new flexibility. Mar- 
keting men and distribution managers now 
have greater opportunities than ever to 
obtain the lowest total unit cost distribu- 
tion system. The development of new dis- 
tribution patterns is one of the most dy- 
namic areas in the management of today’s 
business, 


3 J. Russell Boner, “Coal’s Comeback,” Wall 
Street Journal, February 28, 1961, p. 1. 


Marketing Research by Railroads 


The Interstate Commerce Commission 
classifies railroads on the basis of their an- 
nual revenues. Those whose revenues 
amount to $3,000,000 or more are known 
as Class I roads, and those with revenues 
below this figure, Class II. There are 110 
railroads in the United States in the first 
category, and 303 in the second. 

Some information regarding the market- 
ing research currently being carried on by 
American railroads is available as the re- 
sult of a survey made by the Railway Sys- 
tems and Management Association: 

“Twenty ... Class I United States rail- 
roads ... stated that they have a man or 
department assigned to do marketing or 
traffic work. This is truly a significant 
trend in this area.’’4 

Eighteen of these twenty research ac- 
tivities were started in the last six years. 
The average size of the department in 
terms of personnel is 5.4 persons. The 
major functions or objectives assigned 
and/or being performed by these depart- 
ments follow. 


Number roads 
Function engaged in 
Sales forecasting 12 
Sales territory analysis 10 
Sales analysis 10 
Sales quotas 6 
Rate research 1l 
Number roads 
Function engaged in 
Competitive analysis 15 
Commodity research 17 
Industry research 10 
Costing 14 
Geographic analysis 8 


How much actual scientific research is 
going on and how much clerical work is 
being carried on under a marketing- 
research label, is not clear. Speaking of the 
adoption of a marketing-management ap- 
proach, one railroad officer has indicated 
his concept of the objective of marketing 
research: 


4A Survey of the Extent and Nature of 
Railroad Marketing Research (Chicago: Rail- 
way Systems and Management Association, 
1960). 
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“ .. Such was our thinking at Western 
Pacific on January 1, 1959 when we adopted 
the ‘marketing concept’ and completely re- 
organized our former traffic department. 
There was involved far more than just a 
change in names and titles. It represented 
a complete reorientation of thinking and a 
new approach to selling and pricing. 
Streamlining of methods, decentralization 
of sales activities, and a separate division 
of market research were some of the meas- 
ures established to continue Western Pa- 
cific’s development of new and better ways 
and means of developing sales growth. 

“. .. Now, our railroad first attempts to 
decide, through careful modern research 
methods, exactly what the customer wants 
and needs. Following this we try to tailor 
our product, which may consist of changes 
in car design, adjustment in yard or road 
freight service, or changes in prices to the 
customers’ wants or needs in such a way 
that we will be able to increase our busi- 
ness and our profits.’ 

In addition to the work in this area 
being done by the individual roads, there 
appears to be some marketing research 
being done by research groups employed by 
freight bureaus. Four such groups are 
operating in the Official, Trans-continental, 
Southwest, and Mountain Pacific territories. 

A beginning has been made... but much 
remains to be done. The comments of 
Arthur C. Schier, Traffic Vice President of 
General Foods Corporation, are interesting 
in this connection: 

“.. It is encouraging to us—and I’m 
sure it is equally encouraging to other in- 
dustries, also—to see the number of trans- 
portation research departments which rail- 
roads are establishing, and the evidence 
which those departments provide of rail- 
road interest in finding out what their cus- 
tomers want. But they still have a long way 
to go to fully understand and adapt them- 
selves to changing patterns in transporta- 
tion. They ought to be contacting us—sell- 
ing us on new patterns instead of waiting 
for us to sell them. That’s what we want— 


5 Frederic B. Whitman, “Railway Marketing 
Efforts,” Proceedings—Pacific Railway Club, 
January, February, March, 1961, p. 15. 
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for emphasis on selling to come from the 
carriers; not the customers.’ 


One Carrier's Experience 


The president’s message in the 1959 an- 
nual report of the Missouri Pacific Rail- 
road contains the following comment: 

“Every effort has been made, through 
study and analysis, to gather vital infor- 
mation to enable us to adapt our service 
to the needs of today’s shippers, and to 
make our rates competitive. Studies of the 
factors which determine the selection of 
transportation agencies, and the routing of 
traffic, have produced notable results.” 

This carrier has attained some success 
in researching the market for transporta- 
tion of particular commodities indigenous 
to the area it serves. As a result, traffic 
that had been lost to competing modes has 
been recovered by adjustment of service, 
use of piggy-back, and other techniques as 
well as incentive rate adjustments. 

The marketing-research function is car- 
ried on at the Missouri Pacific in the Traf- 
fic Analysis Division under the direction 
of R. S. Crossman and with the assistance 
of a staff of Special Traffic Analysts. The 
division operates with a considerable de- 
gree of autonomy. Typical of the work of 
this department is their report (May, 
1959) on the movement of canned goods in 
Southwestern Freight Bureau Territory. 

Before making recommendations for 
service and rate adjustments to recover 
this traffic for the Missouri Pacific, Mr. 
Crossman and his staff conducted a com- 
plete investigation and analysis of the 
canning industry in the Southwestern 
United States. Particular emphasis was 
placed upon current developments in mar- 
keting and distribution of canned goods. 
Careful attention was given to the factors 
in the distribution system that helped shape 
and determine the most economical form of 
transportation. 

For example, the report indicates that 
after the second World War certain fac- 
tors in the marketing of canned goods be- 
gan to change, with the result that rail 


6“General Foods Wants Reliability,” Rail- 
way Age, August 29, 1960, p. 25. 


NY P 
if 
L 
4 
qe 
4 
= 
| 1, 
ok 
j 
4 
a 
] 
<4 
‘ 
1 
| 
I 
| 
‘ 
t 
I 
by 
| 
i 
t 
Vie P 
4 “4 
4 


le 


HOW MARKETING RESEARCH CAN HELP 


transportation became less useful as a 
mode of transportation for this commodity. 
Expansion of voluntary chains and co-op- 
erative groups among the retailers con- 
centrated the retailing of canned goods. 
The growth of the supermarket outstripped 
warehouse capacity, so that canned goods 
were drop shipped direct to the back room 
of the supermarket. Increased turnover in 
the warehouse demanded smaller, faster, 
shipments from the canneries. 

In either case, railroad transport became 
less useful. However, at the time the study 
was being made, rising land costs were 
making it desirable to use all available 
supermarket space for selling, and an in- 
creased dependence upon a wholesale or 
central warehouse was becoming evident. 
This kind of distribution pattern is more 
favorable for rail service. 

On the other hand, the study recognized 
certain unfavorable factors in rail service. 
Additional costs were incurred by the ship- 
per for drayage, blocking, and in generally 
fitting the car for lading. The lack of a 
satisfactory method of returning pallets 
used in rail shipping made economies of 
this kind of loading unavailable to the rail 
shipper of canned goods. 

The study pointed out the fact that rail 
shipments mean a larger volume per ship- 
ment. In addition, it recognized that rail 
service may frequently be erratic and as 
a result greater safety stocks must be held 
to insure against uncertain arrivals. The 
result is greater investment and carrying 
cost of working inventory and safety 
stocks. 

The fact was noted that canners are 
usually able to obtain return hauls in their 
private trucking operation and thereby re- 
duce unit transport costs. The practice of 
box, can, and glass manufacturers to sell to 
the canners on a freight equalization basis 
helped make the private operation “prof- 
itable.” 

The rate adjustment recommended took 
into account not only the difference be- 
tween current rail rates and estimated 
private trucking costs, but also compen- 
sated for increases in inventory costs. 

The canned-goods shippers were partic- 
ularly emphatic in emphasizing timing. Un- 
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dependable performance raised their costs 
in many ways. Increased working capital, 
unbalanced inventories, extra cost for emer- 
gency shipments, unbalanced utilization of 
warehouse facilities and labor, added de- 
murrage as the results of bunched arrivals, 
dissatisfied customers, and loss of orders, 
were given as some of the results of un- 
reliable service. 

The report recommended an incentive- 
rate adjustment and the inauguration of 
a completely dependable service to fit the 
needs of the Southwestern canners’ distri- 
bution system, designed to effect lowest 
total unit distribution costs. 


CONCLUSION 


At its meeting in October, 1960, the 
Transportation Association of America ap- 
proved a proposal to create a National 
Transportation Research Foundation. This 
is meant to be an instrument for the 
encouragement of transportation policy 
research by universities, research organi- 
zations, and individual researchers. 

There is a golden opportunity for the 
Association of American Railroads to 
demonstrate real transport statesmanship 
by supporting such marketing research, 
either through the Foundation or on its 
own. If necessary, some of the funds used 
for promotion purposes could be diverted 
to this more productive use. 

Marketing research, such as the Missouri 
Pacific example, designed to recover traffic 
for the railroad, has proved to be very use- 
ful. What is needed, however, is a broad 
program of research designed to anticipate 
changes in distribution and to prepare the 
railroads to meet them. 

Wayne A. Johnston, President of the 
Illinois Central Railroad, has said: 

“ All in all, as everyone knows, 
there is quite a ‘railroad problem.’ I think 
I know the answer to the railroad problem. 
The railroads lost ground and today are 
not considered a growing industry because 
the nature of transportation changed and 
we did not change with it. We thought of 
ourselves as railroads first and only inci- 
dentally as transportation companies. 

“. .. What will it take to made the rail- 
roads once again a growing industry? We 
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all know the population of the nation is 
rapidly increasing and that there is a cor- 
responding increase in the need for trans- 
portation. The statement frequently is made 
that demand for rail transportation will 
rise with population increase. I have seen 
studies that labor this line of reasoning. 
If you want to expose the fundamental 
fault of such reasoning, use the term 
‘buggy whips’ in place of ‘rail transporta- 
tion’—the population is rising and there- 
fore the need for buggy whips will 
increase... .”7 

To escape becoming a “buggy-whip” 


Why Sick Industries? 


dustry operate at a loss! .. 


job done. 
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industry, it is not sufficient that the rail- 
roads think of themselves as transporta- 
tion companies rather than railroad com- 
panies. They must go one step further and 
recognize that they are institutions in a 
distribution system. Only when they know 
more about the factors that determine dis- 
tribution mix and patterns and adjust ac- 
cordingly will they become beneficiaries in 
the economy. 


7“Rail Problems Can Be Solved by Trans- 
port-Minded Men,” Illinois Central Magazine, 
November, 1960, p. 9. 
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Beliefs can and do make industries sick. One of the following 
beliefs can hurt, but all acting together can make an entire in- 


(1) When managements erroneously consider their business to 
be “volume sensitive,” when, in fact, it is “price sensitive.” 
(2) When companies feel that salesmen should be paid on a 
basis that rewards only the “volume” of their sales instead 
of on a basis that recognizes also the “quality” of the sales 


(3) When each manufacturer believes he can set prices based 
on cost accounting systems of his individual choice rather 
than on an industry-wide, uniform system of accounting. 


—Louis E. Newman, “Diseases that Make 
Whole Industries Sick,” Harvard Busi- 
ness Review, Vol. 39, (March-April, 
1961), p. 87. 
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Basic Dimensions 
of the Corporate Image 


“expert” judges 


of respondents. 


NE OF THE popular tools in the mar- 

keting man’s tool box is the concept of 
the “corporate image.” The concept is 
based on the recognition that clients buy 
brand products not only because of their 
inherent qualities but also because of a 
bias, a disposition toward products of 
selected me aufacturers. 

People develop attitudes toward a manu- 
facturer and perceive him to have certain 
characteristics, some of which they admire 
and appreciate. Others may see the same 
manufacturer in a different light, perceiv- 
ing him to have negative characteristics. 
In either event, the image of the manu- 
facturer affects people’s selection or re- 
jection of his products. Whether sales 
are enhanced more by a favorable image 
than they are impeded by a negative image 
is a subject for conjecture, although there 
are reasonable grounds for believing the 
negative image to be the more potent de- 
terminant of consumers’ choices. 

James A. Bayton has pointed out that 
people tend to “humanize” companies, to 
attribute personality characteristics to 
them, to see them much as they do humans, 
in terms of being “mature,” “liberal,” 


* ABOUT THE AUTHOR. Dr. Spector is a Vice- 
President of National Analysts, Inc. He has a Ph.D. in 
psychology from Boston University. 

Dr. Spector was formerly Head, Morale And Mo- 
tivation Research Branch of the Navy, and later was 
the Assistant Director, Personnel Measurement Re- 
search Department. He has done extensive research 
on attitudes and motives that influence behavior. 


respondents consider when they think about the corporation. 
article describes a factor-analytic study in which the image dimensions 
were obtained empirically, an 
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Studies of — image often proceed on the assumption that 
now which dimensions of a corporation's image the 


This 


compares the images held by two groups 


“friendly,” etc.1 The sum total of their 
perceptions of the corporation’s person- 
ality characteristics is what we refer to as 
the corporate image. 

Although two people may perceive the 
same characteristic in a given company, 
it does not always follow that they had the 
same experiences with it. For example, both 
may consider the company to be conserva- 
tive, one because of the design of its 
packages and the other because of the 
company’s sales practices. The fact is 
that any number of diverse experiences 
might lead different people to the same 
conclusion. Furthermore, they may have 
opposite opinions as to whether conserva- 
tism is to be admired or frowned upon. 
Perception of a personality characteristic 
and evaluation of it are separate processes. 

Image research must distinguish be- 
tween: (1) a company’s image or person- 
ality; (2) the determinants of the image— 
that is, the experiences with the company 
which led to its being perceived as “honest” 
or “friendly”; and (3) the evaluation of 
the characteristics. 

Furthermore, if a corporation is to de- 
rive any value from research on its image, 
it is necessary to measure the image in 
terms of meaningful characteristics that 
reflect the dimensions the respondents use 
when they evaluate the corporation’s image. 
Factor analysis can be used to derive di- 
mensions of personality that underlie per- 


1James A. Bayton, “Researching the Cor- 
porate Image,” PR, Vol. 4 (October, 1959), 
pp. 3-8. 
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ceptions of the corporate image, as will be 
shown. 


DETERMINATION OF DIMENSIONS 


In a report to the Advertising Research 
Foundation, Edgar E. Gunther described 
attempts by two different research firms 
to uncover the dimensions of personality 
attributed to companies.2. The two firms 
used essentially judgmental approaches to 
determine the dimensions, and arrived at 
different conclusions. 

One firm had a panel of research execu- 
tives and company executives take 50 items 
from a check-list and regroup them into 
four subject areas. The other firm ex- 
amined every word in Webster’s Collegiate 
Dictionary and in Roget’s International 
Thesaurus. “Words which could reason- 
ably be used to describe a company” were 
divided into synonym groups; from these, 
58 “traits” were selected. 

Several years earlier Charles E. Osgood 
and colleagues separately went through the 
Thesaurus and selected 289 adjective-pairs 
from the categories listed. These were 
regrouped, and 76 pairs were selected to 
represent the 289 pairs. By factor analysis 
performed on the University of Illinois 
Computer, Osgood was able to place all 76 
adjectives on 8 dimensions, or factors. In 
other words, the 76 adjective pairs, rep- 
resenting all the adjective pairs in the 
Thesaurus, were measuring only 8 inde- 
pendent factors. 

He performed the factor analysis because 
he knew that the adjectives were somewhat 
redundant, and were intercorrelated. They 
had to have some common threads or di- 
mensions, and he wanted to find out how 
many common dimensions there were. This 
is better explained analogously. If one 
were to take a ruler and make a large 


2 Edgar E. Gunther, “Evaluating Corporate 
Image Measurements: A Review of Tech- 
niques,” Proceedings; Advertising Research 
Foundation, 5th Annual Conference, (New 
York, 1959). 


3 Reported in Charles E. Osgood, George J. 
Suci, and Percy H. Tannenbaum, The Meas- 
urement of Meaning (Urbana: University of 
Illinois Press, 1957). 
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variety of measurements of the size of a 
room, a factor analysis of these measure- 
ments would show that basically the meas- 
urements were made on only three dimen- 
sions—height, width, and length. In other 
words, these three dimensions would suffice 
to describe a room. Our own analysis to 
determine how many dimensions were 
needed to describe a corporate image re- 
vealed only 6 factors to account for almost 
all of the measurements made. 


SIX BASIC DIMENSIONS 


Corporations are “humanized”; they are 
viewed as though they have personalities. 
Therefore, our basic measurements were 
made in terms of personality characteris- 
tics. The 45 characteristics used were 
selected from well established psychological 
tests of personality, and from previous im- 
age research data. 

_Each characteristic was rated on a 6- 
point scale, which at one end read “Not 


(mame of the corporation 
being rated)”—-at the other end it read 
(name of the corpora- 


tion being rated).” The respondent circled 
a point somewhere along the scale. The 
items were intércorrelated and a Principal 
Components factor analysis was performed 
on the IBM 650. After fifteen hours the 
computer had produced six factors. (These 
were rotated according to the principles of 
simple structure and orthogonality, by the 
graphic method. There were 37 items with 
loadings of 40 or greater in the rotated 
factors.) 

Taken as a composite, these 6 factors 
tell us more reliably and meaningfully how 
people perceive the corporate image than 
do the 45 traits taken separately. We 
could never get as good a picture of the 
corporate image by examining the items 
singly or in total as when we examined 
the responses on the 6 factors. We can 
place much more confidence in the reli- 
ability and validity of the scores on each 
of these factors than we can in the scores 
of the separate items. Each factor is in- 
dependent of the others, which means that 
we are not measuring the same thing in 
several different ways while thinking that 
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we are getting new information from each 
measurement. 

Each factor is meaningful in that it ties 
together and summarizes many related 
evaluations. The factors are empirically 
derived from evaluations of the personality 
characteristics of a corporation and, there- 
fore, reflect the basic dimensions of the 
corporate image as seen by the respondents 
rather than by a panel of “experts.” 

An interesting thing about the factors 
is that the respondents were not aware 
that they used these dimensions in apprais- 
ing the corporation’s image. If they were 
asked to name the criteria that they used 
in evaluating a corporation, they probably 
would be unable to identify them accu- 
rately. In a sense, they were using criteria 
on a somewhat subconscious level, just as 
most of us do when we evaluate a painting. 
While students of art may recognize the 
criteria they use in judging paintings, 
most of us “like” or “dislike” a painting 
but cannot always say why. Factor analysis 


can be used to tell us what we look for in 
a painting or in a corporate image. 

Figure 1 shows the 6 factors respondents 
used when they rated a corporation’s image. 


Dynamic 


The factor which accounted for most of 
the variance, which dominated their image 
of the corporation, was dynamic. They 
asked themselves, “Is this corporation pio- 
neering?” “Does it attract attention to 
itself?” “Is it flexible, active, goal-oriented, 
etc?” Their opinions on these and similar 
questions can be summed up simply by 
asking, “Is it dynamic?” The answer to 
this question tells more about the corpor- 
ate image than does any other. 


Co-operative 


Second in importance is the factor we 
have termed co-operative. This includes 
such personality characteristics as being 
friendly, well-liked, maintains self-respect, 
eager to please, etc. 


XYZ Corporation 
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Business-wise 


Another aspect of the corporate image. 


centers on business characteristics, includ- 
ing such traits as shrewd, persuasive, well- 
organized, etc. 


Character 


Most organizations jealously guard their 
fair name, and well they might, since an 
important dimension of corporate image 
revolves about perceptions of it as having a 
character that is ethical, reputable, respect- 
ful, ete. 


Successful 


Another dimension, successful, includes 
characteristics referring to finances, self- 
confidence, etc. 


Withdrawn 


An aloof, secretive, cautious firm would 
be sure to have a high withdrawn score. 
This is the weakest of the six factors in 
the image but, nevertheless, enters into 
the evaluation of the organization. 


Bupiness-wise 
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THE FACTORED IMAGE PROFILE 


The Factored Image Profile allows us 
to examine both the absolute and the rela- 
tive strength of each of the factors in a 
corporation’s image as it is perceived by 
different groups of people. For illustrative 
purposes, consider the image of a large 
manufacturer of soft goods, as it was 
measured. 

Figure 2 shows the image of a corpora- 
tion as viewed by two groups of respon- 
dents, each having an important relation- 
ship to the corporation. 

In both cases, the respondents viewed 
the company’s character as its greatest 
strength, assigning it almost the maximum 
score possible. Similarly, they rated it 
highly on co-operative and successful. 

While they differed considerably in their 
views of how withdrawn the company is 
(secretive, aloof, etc.), and to a lesser ex- 
tent on how dynamic it is, they agreed 
closely on a fairly low score for business- 
wise. 


coors s 


XYZ Corporation 
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FIGURE 2. The corporate image as seen by two groups of respondents. 
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Relative Importance of the Factors 

Knowing that the company is strong on 
a given factor is not sufficient, since the 
strength may be on a factor that the re- 
spondents considered of little importance. 
Each factor must be evaluated in light of 
the importance of the factor to some stand- 
ard. The standard may be based on the 
respondents’ image of an “ideal” company, 
or a competitive company. The standard 
may be the respondents’ arbitrary evalua- 
tion of how important each factor is, or 
may be deduced from statements made 
about the company. 

When the data are factor analyzed, the 
factors can be assigned to rank-order posi- 
tions according to the amount they con- 
tributed to the total variance. In the 
present study, the first ranked factor was 
more important in the corporate image 
than the second ranked factor, ete. In 
other words, their over-all image was more 
influenced by the characteristics which are 
described by the first factor than by char- 
acteristics in other factors. 

To illustrate how this information is 
used, Table 1 shows the factors (of Group 
1) ranked according to the size of scores, 
and according to their importance in the 
image. 


Supplementary Data 

Additional information about the cor- 
poration’s image was obtained by asking 
the respondents to indicate where they felt 
that change is needed. In their opinion, 
the company should be more dynamic and 
less withdrawn; they feel it needs little 
improvement on character. Similar infor- 
mation was obtained on the “ideal” com- 
pany and on competitive companies. All 
these data are pertinent to decisions about 
changes that should be made in the cor- 
porate image. 

Although the organization appeared to 
be vulnerable on dynamic, there was room 
for optimism as shown by the responses 
made to other questions. Respondents in- 
dicated a recognition of the fact that the 
company was in a state of transition, 
changing from a staid, conservative organi- 
zation to a much more aggressive, rapid- 
moving firm. They said that it was “on the 


TABLE 1 
IMAGE SCORES RANKED ACCORDING TO 
STRENGTH AND IMPORTANCE 


(By Group 1) 

Rank by Rank by 

strength importance 
1. Character 1. Dynamic 
2. Co-operative 2. Co-operative 
8. Successful 3. Business-wise 
4. Withdrawn 4. Character 
5. Dynamic 5. Successful 
6. Business-wise 6. Withdrawn 


go,” “flexible,” “alive,” etc. Despite their 
awareness of the company’s recent actions, 
they still considered it to be weak on the 
dynamic factor. Why? Perhaps this seem- 
ing anomaly is mute testimony to the fact 
that attitudes are tenaciously held, even 
in the face of evidence opposing them. 
An image held by the people who inter- 
act with the company is not easily nor 
quickly improved, since the image assumes 
the nature of an attitude, and the latter have 
emotional components resistant to change. 
Attempts to induce changes in the image 
must take account of the emotions, must 
deal with the emotions on their own level, 
not with a straightforward presentation 
of facts. The corporate image seemed to 
be entrenched in the respondents’ minds, 
and it would take time and continued effort 
to change it. Nevertheless, the image is 
definitely changing, slowly perhaps. 


IMPLICATIONS 
The image profile discussed is illustrative 
of one company only. When we studied a 
company in another industrial category, the 
same factors were ranked quite differently 
in terms of their importance in the image. 
Further research with the Factored Image 
Profile should result in the development of 
profiles showing the importance of each fac- 
tor for each industrial category. 

An attempt has been made to demon- 
strate the utility and economy of describ- 
ing the corporate image on the same di- 
mensions that people perceive the image. 
Each of the 6 dimensions is complex, in- 
corporating evaluations of many experi- 
ences and observations. The dimensions 
derived from the factor analysis appear to 
be meaningful perceptual units for the 
study of a corporate image. 
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An 18th Century 


Plan for 


Business Edueation 


EBATES ABOUT the value of colle- 

giate business schools are in fashion. 
But contrary to popular conceptions, this 
fashion has a long history. Recent evidence 
indicates that both the bysiness-school con- 
cept and the swirl of philosophical contro- 
versy surrounding it are more than two 
hundred years old. 

The Universal Dictionary of Trade and 
Commerce, by Malachy Postlethwayt 
(17072-1767), is a little known but highly 
significant document published in 1751 
which shows current ideological differences 
in historical perspective.1 The Dictionary 
is avast compendium of commercial thought 


1 Malachy Postlethwayt, The Universal Dic- 
tionary of Trade and Commerce, Translated 
from the French of Monsieur Savary, with 
Large Additions and Improvements (London: 
Printed for John and Paul Knapton in Lud- 
gate-Street, 1751-1755), I and II, see II “MER, 
British Mercantile College,” pp. 218-236. For 
similar information on commerce in the decade 
1750-1759, see The Dictionary of Trade and 
Commerce, by Richard Rolt (London: Printed 
for T. Osborne and J. Shipton, J. Hodges, J. 
Newbery, G. Keith, and B. Collins, 1756). 


¢ ABOUT THE AUTHOR. B. J. Scott Norwood is an 
Associate Professor of Marketirig, Division of Business, 
San Jose State College, San Jose, California. A grad- 
uate of the University of California at Los Angeles, 
he received his M.B.A. from the Graduate School of 
Business Administration, Harvard University. 

The author is a member of the Board of Directors 
of Radiation Detection Company, and active as a 
management and marketing consultant. He also has 
been a merchandising executive for the May Com- 
pany, Los Angeles, California. 
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Can training for business actually be provided by schools? If so, 
what type of training is most effective? Should businessmen be trained 
as generalists or specialists? 

Questions such as these are not the special product of educational 
turmoil in our day and age. This article examines a little known but 
highly significant eighteenth-century document which points to the 
origin of the business-school concept, and affords a unique oppor- 
tunity to see current ideological differences in historical perspective. 


and detail, and demonstrates that com- 
merce in eighteenth century England was 
relatively sophisticated and _ extensive. 
What is more, the Dictionary had far- 
reaching effects during its time on eco- 
nomic theory and commercial practice.? In 
it, Postlethwayt deplores the lack of formal 
training for businessmen and proposes 
what he calls The British Mercantile Col- 
lege. 
GENERALISTS VERSUS SPECIALISTS 

A flashback to eighteenth century Eng- 
land shows that education for gentlemen 
was in the classical tradition, with little, 
if any, practical orientation. To Postle- 
thwayt, this is disturbing due to the great 
importance of trade to the continued eco- 
nomic growth of the British Empire. In his 
view, men well trained in commerce should 
be the backbone of the nation; and steps 
should be taken to remove business educa- 
tion from the happenstance category, to 
give it discipline, content, regularity, and 
status. 

Writing in the spirit of mercantile na- 
tionalism characteristic of his day, he cites 
as visible evidence of future trouble for 
Britain that the durable nations of antiq- 
uity actively promoted trade with consider- 
able skill. The Romans represent an excep- 
tion, and Postlethwayt believes that they 
might have continued to be masters of the 

2F. P. Panagopoulos, American Historical 
Review, “Hamilton’s Notes in His Pay Book 


of the New York Artillery Company,” Vol. 62 
(January, 1957), p. 313. 
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world if they had not been preoccupied 
with arms. In Britain also, too much at- 
tention is given to things other than trade; 
if not arms, as in the case of the Romans, 
then to arts and letters. To support this 
view, Postlethwayt quotes the noted Sir 
Francis Brewster: 

“I think it a mortal distemper ... in 
trade . . . that we have so few men of 
university learning conversant in true mer- 
cantile employments; if there were as much 
care to have men of the best heads and 
education in it, as there is in the law, the 
nation would fetch more abroad, and spend 
less in law suits at home. 

“It would seem an astonishing observa- 
tion to men of any country but our own, 
to see more heads employed in Westmin- 
ster-Hall to divide the gain of the nation, 
than there are heads on the exchange to 
gather it together.’ 

For the unskilled and uneducated in 
commerce, Postlethwayt sees the everlast- 
ing likelihood of bankruptcy. It is a game 
of lottery against house odds. But for the 
trained merchant, barring highly uncom- 
mon events, commerce is both a science and 
an art as worthy as any, and should be 
treated as such—without it, there are no 
other arts nor sciences. 

Although exceptional merchants obvi- 
ously succeed without formal business edu- 
cation, Postlethwayt regards this as some- 
thing “to be admired rather than imitated,” 
owing to the numerous failures so evident 
in trade. Success requires more than merely 
“a round capital and an adventurous 
spirit.” Furthermore, education should not 
be left to merchants themselves, inasmuch 
as they often lack either business talent, 
general knowledge, interest in students, 
teaching ability, ethics, or all of these 
things. It also appears to Postlethwayt 
that too many merchants with bright pu- 
pils, fearing ultimate competition from 
them, deliberately retard their progress. 
All in aH, therefore, it seems that there is 
a great need for establishing The British 
Mercantile College for the education of 
young gentlemen: 


5 Postlethwayt, same reference as footnote 1, 
Sir Francis Brewster, Essays On Trade and 
Navigation (London, 1695). 
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“It is no great honor to the British na- 
tion, that there should be a necessity for 
the younger sons of our nobility and gentry 
to be sent to Holland and elsewhere out of 
the kingdom, for mercantile qualification.” 

Eventually Postlethwayt even wants to 
require an examination administered by a 
board of merchants before prospective busi- 
nessmen are allowed to engage in com- 
merce. 

Of special interest is the educational 
philosophy which underlies Postlethwayt’s 
program of business education. He obvi- 
ously draws heavily from the viewpoints of 
John Locke and Michel de Montaigne, both 
of whom are liberally quoted: ; 

“We are born . . . with faculties and 
powers, capable of almost anything; such, 
at least, as would carry us farther than can 
easily be imagined; but it is only the exer- 
cise of these powers which gives us ability 
and skill in anything, and leads us toward 
perfection.’’5 

“|. . what depends on practice and exer- 
cise, can only be obtained by practice and 
exercise, though the rules and principles 
of that practice should be ever so compre- 
hended.’’6 

In short, Postlethwayt seems to believe 
that practice makes perfect, and this is 
the first principle of the College. 

“The merchant is expected to engage in 
trade for himself, and hazard his fortune 
therein, by the age of 23 or 24 at farthest 

“This being the case, and the skillful 
standing in need of so great variety of 
knowledge, in order to preserve and im- 
prove his fortune, every expedient should 
be devised, and every art and practice that 
will conduce to give him the greatest fund 
of useful knowledge in the least time.” 

“The life of the merchant being a con- 
vertible one, his employment leading him 
to transactions even from the mechanic and 
manufacturer to the minister of state, his 


4 Same reference, p. 233. 


5 Same reference, p. 221, John Locke, Con- 
duct of the Understanding, folio., p. 375. 


6 Same reference, p. 221; Michel de Mon- 
taigne, Of the Education of Children, Essay, 
25. 
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methods of erudition, methinks, should be 
as different from that scholastic way, as 
his profession is from all others: the man 
of business has not 20 years to devote to 
the mere study of languages, metaphysics, 
and criticism, etc. Prudence directs him to 
apply early to those things indispensibly 
requisite to prosperity in his employment; 
and what may adorn the learned profession, 
might spoil him for his own.—When the 
merchant’s accomplishments are equal to, 
or above his employment, and not his em- 
ployment superior to his accomplishments, 
then he may be at liberty to make what 
advances leisure and prudence will admit, 
in the belles lettres and the liberal arts. 
CURRICULUM 


The British Mercantile College, accord- 
ing to Postlethwayt’s conception, would 
primarily train students from 15 to 19 
years of age. Among the important pre- 
requisites for entrance would be arithme- 
tic, writing, and Latin. He seems to have 
reservations about the type of schooling 
given prior to the age of 15, indicating that 
he subsequently might draw up a plan for 
the education of British merchants from in- 
fancy. 

The curriculum of the College would in- 
clude at least the following eight principal 
subject areas: 

1. Foreign Exchange and Mercantile 
Arithmetic. This would encompass both the 
figure and paper work associated with mer- 
chandising activities: converting money 
from different countries, arbitrating prices, 
familiarization with coins (the College 
would have a complete foreign collection), 
bills of exchange, tariffs, etc. 

2. Bookkeeping. Training in the Grand 
Books would be according to the double 
entry system. As a basis for practical 
study, the College would be provided with 
real accounts of deceased merchants who 
had conducted themselves with dignity and 
success on the exchanges. 

8. Business Letter Writing. This area 
would be emphasized strongly because bet- 
ter than average writing skill is necessary 
for better than average success in com- 


7 Same reference, p. 225. 
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merce. It is the principal (often the only) 
means of communication with foreign cor- 
respondents. 

4. A General Survey of Trade and Com- 
merce of the World. Trade fluctuates con- 
stantly. Merchants must be flexible enough 
to operate within the context of supply and 
demand. In a market glut, the merchant 
must be skillful enough to shift to other 
ground. In this general survey, the follow- 
ing principles would be stressed: (1) the 
necessity to produce more than is con- 
sumed; (2) the importance of trading from 
port to port; (3) knowing how and where 
to buy cheap and sell dear; (4) the impor- 
tance of bringing home produce and export- 
ing manufacture; and (5) skill in freight- 
ing and hiring out ships. 

5. Language. It is necessary to speak 
either French, Italian, Spanish, Portu- 
guese, or Dutch (high or low), and have 
a facility in writing several or all of them. 
“Living Latin” is of surpassing impor- 
tance, 

6. Geography and Navigation. Little is 
said about these subjects, probably be- 
cause they are such an obvious necessity 
in a maritime economy. 

7. Law. Acquaintance with the law is 
necessary to avoid daily imposition, liabil- 
ity, and even ruin. 

8. Public Credit. This seems to be an 
early form of economics, dealing with pub- 
lic revenue, historical developments, princi- 
ples of public credit, and government 
service. 

Postlethwayt’s ideas must have seemed 
radical. Anticipating objections, he even 
invoked the clergy for support, quoting a 
Bishop Sprat on “the importance of accept- 
ing useful change.” 


TEACHING METHODS ANP OBJECTIVES 


Except for the instruction of Latin, 
Postlethwayt apparently favors a “modified 
Socratic method,” and shows concern over 
being able to acquire a qualified faculty 
to carry it out. The character of instruc- 
tion in the College would be unconventional: 

“The minds of young persons are not 
to be touched by abstract ideas; they have 
need of agreeable and familiar images; 
they cannot reason, or be brought to de- 
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light in business without being pleasurably 
trained to them.. .’’§ 

Therefore, the College will: 

“, . . render the whole rather an enter- 
tainment, than anything like a disagree- 
able drudgery.’’® 

Some interesting miscellaneous features 
of the College would be: 

1. Evening sessions (one or two per 
week) for advanced students to give their 
“opinions” on previously assigned subjects 
to the proper professor. 

2. The teaching of Latin to the lower 
classmen by the upper classmen. 

3. Provision of a library covering all the 
topics in the aforementioned curriculum, 
and equipped with every “mathematical 
and philosophical apparatus.” 

4. A mercantile museum of the staple 
commodities of the principal parts of the 
world. 

Admissions. The policy as to admissions 
would be as follows :!° 

“That the public may be appraised for 
whom this institution is designed it is 
proper to inform them that it is calculated 
chiefly for the following classes .. .” 

1. Sons of merchants 

2. Those who plan to enter counting- 

houses 

38. Those who have served the usual 

clerkship and want further training 

4. Sons of American planters 

5. Sons of wholesale dealers with exten- 

sive trade 

6. Gentlemen of maturity and fortunes 

who would engage in trade could it 
be accomplished in a gentle manner 

7. Gentlemen who may have expectation 

of consultships 

8. Gentlemen who wish to settle in any 

of the chief branches of the public 
revenue 

9. Gentlemen who choose to be their 

own supercargos, or hold supercargo- 
ships for any of the capital trading 
companies 


8 Same reference, p. 221. 


® Same reference, p. 221. 


10 Same reference, p. 230. 
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10. Young gentlemen of fortune who may 
be expected to take a share in govern- 
ment or moneyed corporations 

11. Young gentlemen of honor and for- 
tune who can use this training in 
their private affairs 

Public Consequences. As to the results, 

Postlethwayt states :!! 

“And now it may be proper to just review 
what we may reasonably expect to be the 
consequences of this institution to the pub- 
lic, which shall be chiefly comprehended 
under the following particulars . . .” 

1. Raise the excellence of young mer- 
chants through competitive emula- 
tion. 

2. Enable young merchants to better 
cope with foreigners. 

3. Enable young merchants to promote 
each other’s interests (reciprocity, 
presumably through a fraternal spirit 
generated in the College). 

4. Enable young merchants to obtain 
useful intelligence on money matters 
and foreign trade. 

5. Qualify young gentlemen to be “par- 
ticular or general merchants; or par- 
ticular ones generally, and general 
ones occasionally.” 

6. Convince young gentlemen that mer- 
chandising does not require mean tal- 
ents. 

Tend to prevent bankruptcy. 

Render the young merchant capable 

of assisting the nation on “all public 

occasions and emergencies.” 

9. Give additional perspective to the law- 

yer, gentleman, and nobleman after 

university training. 


IN RETROSPECT 

This important historical proposal for a 
British Mercantile College serves to iden- 
tify the early beginnings of the business- 
school concept. Equally important, it illus- 
trates the fact that controversy over busi- 
ness education began a long time ago. More 
than two hundred years later we are still 
caught up in similar philosophical and 
methodological debates. 


11 Same reference, p. 235. 
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A Snobographer’s Scholarly 
Approach to Snobocracy 


FREDERICK E. MAY 
This snobbish treatise deals with the changing tastes among American 


car users. 


ANY a superficial attempt to describe 
and classify snobocracy! has _ been 
made by non-marketing oriented writ- 
ers.*3.4.5 The author wishes to establish 
his claim to the only serious analysis with 
a marketing viewpoint. 
What is a snob? The origin of the word 
is uncertain. 
1. A townsman, as opposed to a gowns- 
man or a member of the university. 
(Old slang.) 
This apparently was the common usage 
of the word until William Makepeace 
Thackeray changed its meaning in the 
famous Snob Papers.* These were contribu- 
tions which “appeared weekly in Punch’ 
from 28 February 1846 to 27 February 
1847.”"9 


1 New Standard Dictionary of the English 
Language (New York: Funk and Wagnalls, 
1951), p. 2,307. Snobs as a class. 

2 William Makepeace Thackeray, Vanity 
Fair, Biographical Edition, editor, Anne 
Ritchie, Vol. 1 (London: Smith Elder & Co., 
1900). 

3 Frances Trollope, Domestic Manners of the 
Americans, editor, Donald Smalley (New York: 
Knopf, 1949). 

4Charles Dickens, Martin Chuzzlewit, any 
edition. 

5 Stephen Potter, One-upmanship (New 
York: Henry Holt & Co., 1951). Not, however, 
Lifemanship, by the same author. 

6 New Standard Dictionary, same reference 
as footnote 1, p. 2,307. 

7 Contributions to Punch, &c, Works, Vol. 6. 

8 English humour magazine. 

9J. Y. T. Greig, Thackeray, A Reconsidera- 
tion (London: Oxford University Press, 1950), 
p. 90. 


*« ABOUT THE AUTHOR. The author was formerly Di- 
rector of the Center for Studies on the Inhuman Be- 
havior among Humans supported by the Brand X 
Foundation. He is now Assistant Professor of Market- 
ing at the University of Missouri. The author wishes 
to take full credit for all ideas contained in the ar- 
ticle, and wishes to deny credit to those of his col- 
leagues who served as subjects for his research, or 
read the manuscript and made negative suggestions. 


The relevant meaning of snob today is 
given in another dictionary 

2. One who blatantly imitates, fawn- 

ingly admires, or vulgarly seeks asso- 
ciation with those whom he regards 
as his superiors. 

One who repels the advances of those 
whom he regards as his inferiors; 
one conscious of his superiority; one 
inclined to exclusiveness; as, an in- 
tellectual snob. 

What is a “reverse” snob? Neither of 
the: two cited editions of the dictionaries 
defines the meaning of this popular term. 
Reverse, as an adjective, must, therefore, 
be defined by the author as acting and 
operating in a manner opposite or contrary. 
Thus, reverse snobbery is defined as be- 
havior which is opposite or contrary to 
that of those whom one regards as one’s 
superiors; for example, vulgar seeking of 
disassociation, or fawning admiration for 
something which the superiors despise. 

Both snobs and “reverse” snobs are mo- 
tivated by desires for upward mobility." 
The difference between them is found in 
the cost of their upward movement. For the 
snob it is costly, for the reverse snob less 
costly but vastly more uncomfortable. 

The problem was to find a method for 
classification, and to measure changing 
tastes among snobocrats. 


THE EXPERIMENTAL DESIGN 


The procedure employed was to select a 
random sample of American car users — 
including owners as well as nonowners of 
automobiles. Since Latin squares!? were 


10 Webster’s New International Dictionary. 

11 For the meaning of upward mobility see 
any standard sociology text index—social 
climbing. 

12 A technique known to psychologists. See 
any basic text. 
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not available, the American square’? de- 
sign was employed. Interviews were con- 
ducted for eight years running. 

Snobs and reverse snobs were classified 
according to their car-using behavior. In 
order to measure the changes in taste 
among these snobbish car users, a special 
measurement scale was designed. It in- 
cluded looking at the man’s car (if he 
owned one); questioning the respondent 
about his attitudes (Guttenberg!* scaling 
them for consistency) ; and a talk with the 
man’s wife and children. Respondents who 
failed to answer some of the questions 
were classified either as (1) snob—degree 
not ascertained, or as (2) not ascertained 
whether snob. 

THE FINDINGS 

The respondents were classified in ac- 
cordance with relevant measures of their 
behavior, both external and internal, for 
the period circa 1953 through 1959. The 
following categories were found to exist. 
They are listed below with the dimensions 
used to classify individual respondents: 
Snob—first degree: 

1. Foreign sports-car owner—no other 
evidence required for this classifica- 
tion. 

Snob—second degree: 

1. Owns American car equipped as out- 
door parlor. 

The following items must be operated 
electrically via pushbutton: 

a. all windows 

b. front-seat movement in six direc- 


to 


tions 
c. transmission shift 
d. fins 


3. The car must have low-slung external 
appearance and a driver’s seat which 
has been lowered in order to put the 
driver in a lounging position. 

4. Car must be equipped with power 

brakes, power steering, air condi- 

tioner, radio with rear speaker, and 

a premium high-octane gas-burning 

engine. 

The wife and children must be 

dressed in rags. 

6. The family must live in a one-room 


or 


13 A technique known to snobographers. 
14 A well-known German Bible printer. 


A SNOBOGRAPHER’S SCHOLARLY APPROACH TO SNOBOCRACY 


house with outdoor plumbing. 


Reverse snob—first degree: 
1. Does not own a car. 
2. Signs of substantial wealth abound 

in respondent’s home, for example, 
built-in stereo set, several originals 
by Picasso. 

3. Does not own or view TV, except 
occasionally in a public place behind 
cover of Manchester Guardian. 

4. Answer to question, “How do you get 
about?”—“I take taxicabs occasion- 
ally, but much prefer to walk.” 

Reverse snob—second degree: 

1. Same as first degree on 1 through 3. 
2. Answer to question, ‘““How do you get 

about?”— “I take taxis frequently 
and rent a car every weekend. This 
permits me to drive a new car and 
reduces my transportation costs to 
an irreducible minimum—$10 per 
day plus 10 cents per mile.” 

Reverse snob—third degree: 

1. Owns a compact car of foreign make. 

2. Steers it, rather than herds it. 

3. Has passed a course in Cybernetics 
—the science of steermanship with 
immediate feedback. 

4. Feels that continuous attention to 
steering keeps him alert to the haz- 
ards of the road. 

5. Feels that frequent manual shifting 
of gear lever installed in the floor- 
board increases the joy of the driving 
experience in heavy traffic or in hilly 
terrain. 

6. Feels that the lack of certain acces- 
sories keeps him in better physical 
shape. Accessories not found in the 
car are: 

a. Heater—driver is forced to exer- 
cise to keep warm in winter. 

b. Gas gauge—driver is forced to 
walk frequently to the nearest 
service station. 

c. Rear-view mirror—car is capable 
of driving on the yellow line be- 
tween lanes, and consequently is 
never in danger of being bumped 
from the rear. 

d. Wide rear windows —driver is 

forced to make occasional full 

body turn from the rump. Good 
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muscular exercise and chance to 
show smiling face to passing girls. 

7. Plans on selling car for higher price 
than original purchase price. 

Reverse snob—fourth degree: 

1. Owns American-made car at least 
nine years old, fully rusted out, and 
fully depreciated. 

. Income is within upper 10 per cent 
of American families. 

. Claims repair costs are low for 
standard parts. 

. Feels it is not necessary to repair 
bumpy fenders or broken window. 

. Car burns regular gas only; it would 
choke on premium high octane. 

. Owner feels that he need not pay 
attention to amount of gas consumed 
per mile. 

Independent laboratory report shows 
that car uses about one-half gallon 
per mile in the economy run. 

. Owner who reports this car as a sec- 
ond car should be classified at least 
one degree higher. 

Reverse snob—fifth degree: 

1. Owner bought American made com- 
pact in the period 1953 through Au- 
gust, 1959, that is, prior to the intro- 
duction of any Big Three compacts. 

Reverse snob—sizxth degree: 

. Owns a fully-equipped 9-passenger 
station wagon. 

. Prefers it to a sedan because of its 
“hard” riding qualities. 

. The owner states that it is used as 
a garbage carrier, lumber trans- 
porter, moving van, and neighborhood 
school bus. 

. The owner has had a window installed 
by the factory which separates the 
driver’s seat from the rear compart- 
ment. When children begin to get 
noisy or start a fight, he rolls it up 
and communicates through a one- 
way microphone located in the hub 
of the steering column. 


RESULTS OF THE STUDY 
The entire sample of respondents was 
again interviewed in early 1961. Certain 
significant taste changes appear to have 
occurred. The analysis of the new data has 
not yet been fully completed. This must, 
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therefore, be a report of preliminary find- 
ings. 

1. A significant proportion of snobs— 
second degree have purchased American 
made compacts. 

2. Reverse snobs—fifth degree; those 
who had bought an American compact 
before August, 1959, felt they would 
have to trade it soon for something new. 
There appears to be considerable confu- 
sion among them as to what to buy. 
Many mentioned the possibility of leas- 
ing a compact on an annual basis. 

3. Owners of foreign-made compacts 
were generally found to be jittery. Many 
mentioned their intention to trade in and 
get a jeep with four-wheel drive. Several 
respondents were considering the pur- 
chase of a British made Land Rover 
which would allow them to combine their 
town driving with camping trips.'5 

4. The owners of fully depreciated 
American-made cars frequently men- 
tioned their plans to buy a three-year 
old used Cadillac with low mileage. Some 
had already purchased one. They decided 
to retain their old car, which had be- 
come their wives’ car. 

These Cadillac owners expressed the 
view that five miles per gallon under 
favorable driving conditions was quite 
satisfactory to them. When pressed, most 
expressed the opinion that gasoline costs 
constitute an unimportant part of the 
total costs of transportation. However, a 
sizable number of respondents reported 
that they were taking their Cadillacs to 
off-brand service stations for gas, and to 
Sears for replacement of worn-out tires, 
batteries, etc. Most were reluctant to dis- 
cuss the amount of the annual depreci- 
ation. 

CONCLUSION 


This snobography** should be very useful 
to the marketing researcher in some way. 
Otherwise it would obviously not appear 
in the JOURNAL OF MARKETING. 


15 A Land Rover is a light truck equipped 
with four-wheel drive. It has served travelers 
who had to cross the continent of Asia via the 
southern route and has shown outstanding per- 
formance qualities on the Afghanistan plateau 
and in the foothills of the Himalayas. 


16 New Standard Dictionary, same reference 
as footnote 6. 
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HAT ARE THE functions of adver- 
tising? Obviously the ultimate func- 
tion is to help produce sales. But all 
advertising is not, should not, and cannot 
be designed to produce immediate pur- 
chases on the part of all who are exposed 
to it. Immediate sales results (even if 
measurable) are, at best, an incomplete 
criterion of advertising effectiveness. 

In other words, the effects of much ad- 
vertising are “long-term.” This is some- 
times taken to imply that all one can really 
do is wait and see—ultimately the cam- 
paign will or will not produce. 

However, if something is to happen in 
the long run, something must be happening 
in the short run, something that will ulti- 
mately lead to eventual sales results. And 
this process must be measured in order to 
provide anything approaching a compre- 
hensive evaluation of the effectiveness of 
the advertising. 


* ABOUT THE AUTHORS. Robert J. Lavidge is Pres- 
ident of Elrick and Lavidge, Inc., a Chicago-based 
marketing research and marketing consulting firm. He 
also serves as a member of the faculty of the North- 
western University Evening Division. He received his 
B.A. from DePauw University, and his M.B.A. from the 
University of Chicago. Mr. Lavidge was President of 
the Chicago Chapter of the American Marketing As- 
sociation in 1952-53, and served as General Chairman 
of AMA's Midwinter Conference in 1958. 

Dr. Gary A. Steiner is Associate Professor of Psy- 
chology in the Graduate School of Business, the Uni- 
versity of Chicago. He is associated with Elrick and 
Lavidge, Inc., as consultant in psychological tech- 
niques. His M.A. in sociology and Ph.D. in psychology 
are both from the University of Chicago. 


A Model For Predictive Measurements 
of Advertising Effectiveness 


@ ROBERT J. LAVIDGE and GARY A. STEINER 


The development and selection of research designs too often reflects 
thinking which is technique-oriented. This article looks at advertising 
research from another viewpoint. 

It starts with the questions: What is advertising supposed to do? 
What are its functions? The authors then show the implications of 
these questions in relation to measurements of the effectiveness of 
proposed advertisements. 


Ultimate consumers normally do not 
switch from disinterested individuals to 
convinced purchasers in one instantaneous 
step. Rather, they approach the ultimate 
purchase through a process or series of 
steps in which the actual purchase is but 
the final threshold. 


Seven Steps 


Advertising may be thought of as a 
force, which must move people up a series 
of steps: 

1. Near the bottom of the steps stand 
potential purchasers who are com- 
pletely unaware of the existence of 
the product or service in question. 

2. Closer to purchasing, but still a long 
way from the cash register, are those 
who are merely aware of its ezist- 
ence. 

3. Up a step are prospects who know 
what the product has to offer. 

4. Still closer to purchasing are those 
who have favorable attitudes toward 
the product—those who like the prod- 
uct. 

5. Those whose favorable attitudes have 
developed to the point of preference 
over all other possibilities are up still 
another step. 

6. Even closer to purchasing are con- 
sumers who couple preference with a 
desire to buy and the conviction that 
the purchase would be wise. 

7. Finally, of course, is the step which 
translates this attitude into actual 
purchase. 
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Research to evaluate the effectiveness of 
advertisements can be designed to provide 
measures of movement on such a flight of 
steps. 

The various steps are not necessarily 
equidistant. In some instances the “dis- 
tance” from awareness to preference may 
be very slight, while the distance from 
preference to purchase is extremely large. 
In other cases, the reverse may be true. 
Furthermore, a potential purchaser some- 
times may move up several steps simultan- 
eously. 

Consider the following hypotheses. The 
greater the psychological and/or economic 
commitment involved in the purchase of 
a particular product, the longer it will take 
to bring consumers up these steps, and the 
more important the individual steps will 
be. Contrariwise, the less serious the com- 
mitment, the more likely it is that some 
consumers will go almost “immediately” to 
the top of the steps. 

An impulse purchase might be consum- 
mated with no previous awareness, knowl- 
edge, liking, or conviction with respect to 
the product. On the other hand, an indus- 
trial good or an important consumer product 
ordinarily will not be purchased in such a 
manner. 


Different Objectives 


Products differ markedly in terms of the 
role of advertising as related to the vari- 
ous positions on the steps. A great deal 
of advertising is designed to move people 
up the final steps toward purchase. At an 
extreme is the “Buy Now” ad, designed to 
stimulate immediate overt action. Con- 
trast this with industrial advertising, 
much of which is not intended to stimulate 
immediate purchase in and of itself. In- 
stead, it is designed to help pave the way 
for the salesman by making the prospects 
aware of his company and products, thus 
giving them knowledge and favorable atti- 
tudes about the ways in which those prod- 
ucts or services might be of value. This, 
of course, involves movement up the lower 
and intermediate steps. 

Even within a particular product cate- 
gory, or with a specific product, different 
advertisements or campaigns may be aimed 
primarily at different steps in the purchase 
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process—and rightly so. For example, adver- 
tising for new automobiles is likely to place 
considerable emphasis on the lower steps 
when new models are first brought out. The 
advertiser recognizes that his first job is 
to make the potential customer aware of 
the new product, and to give him knowledge 
and favorable attitudes about the product. 
As the year progresses, advertising em- 
phasis tends to move up the steps. Finally, 
at the end of the “model year” much em- 
phasis is placed on the final step—the 
attempt to stimulate immediate purchase 
among prospects who are assumed, by 
then, to have information about the car. 

The simple model assumes that potential 
purchasers all “‘start from scratch.” How- 
ever, some may have developed negative 
attitudes about the product, which place 
them even further from purchasing the 
product than those completely unaware of 
it. The first job, then, is to get them off 
the negative steps—before they can move 
up the additional steps which lead to pur- 
chase. 


Three Functions of Advertising 


The six steps outlined, beginning with 
“aware,” indicate three major functions of 
advertising. (1) The first two, awareness 
and knowledge, relate to information or 
ideas. (2) The second two steps, liking and 
preference, have to do with favorable atti- 
tudes or feelings toward the product. (3) 
The final two steps, conviction and pur- 
chase, are to produce action—the acquisi- 
tion of the product. 

These three advertising functions are 
directly related to a classic psychological 
model which divides behavior into three 
components or dimensions: 

1. The cognitive component—the intel- 

lectual, mental, or “rational” states. 

2. The affective component—the “emo- 
tional” or “feeling” states. 

3. The conative or motivational compo- 
nent—the “striving” states, relating 
to the tendency to treat objects as 
positive or negative goals. 

This is more than a semantic issue, be- 
cause the actions that need to be taken to 
stimulate or channel motivation may be 
quite different from those that produce 
knowledge. And these, in turn, may differ 
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from actions designed to produce favorable 
attitudes toward something. 


FUNCTIONS OF ADVERTISING RESEARCH 


Among the first problems in any adver- 
tising evaluation program are to: 

1. Determine what steps are most criti- 
cal in a particular case, that is, what 
the steps leading to purchase are for 
most consumers. 

2. Determine how many people are, at 
the moment, on which steps. 

3. Determine which people on which 
steps it is most important to reach. 

Advertising research can then be de- 
signed to evaluate the extent to which the 
advertising succeeds in moving the speci- 
fied “target” audience(s) up the critical 
purchase steps. 

Table 1 summarizes the stair-step model, 
and illustrates how several common adver- 
tising and research approaches may be 
organized according to their various “func- 
tions.” 


A MODEL FOR PREDICTIVE MEASUREMENTS OF ADVERTISING EFFECTIVENESS 


TABLE 1 
ADVERTISING AND ADVERTISING RESEARCH RELATED TO THE MODEL 
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Over-all and Component Measurements 


With regard to most any product there 
are an infinite number of additional “sub- 
flights” which can be helpful in moving a 
prospect up the main steps. For example, 
awareness, knowledge, and development of 
favorable attitudes toward a specific prod- 
uct feature may be helpful in building a 
preference for the line of products. This 
leads to the concept of other steps, sub- 
dividing or “feeding” into the purchase 
steps, but concerned solely with more spe- 
cific product features or attitudes. 


Advertising effectiveness measurements 
may, then, be categorized into: 


1. Over-all or “global” measurements, 
concerned with measuring the results 
—the consumers’ positions and move- 
ment on the purchase steps. 


2. Segment or component measure- 
ments, concerned with measuring the 
relative effectiveness of various 
means of moving people up the pur- 


Related Movement 
behaviorai towu> 
dimensions purcha-e 


PURCHac 
CONATIVE 
—the realm of mo- 
tives. Ads stimulate 
or direct desires. 


CONVICTION 


PREFERENCE 
AFFECTIVE A 
—the realm of emo- 
tions. Ads change 
attitudes and 
feelings. 
LIKING 


KNOWLEDGE 
COGNITIVE 
—the realm of 


AWARENESS 


promotion or advertising 
relevant to various steps 
Point-of-purchase 
Retail store ads 
Deals 

“Last-chance” offers 
Price appeals 
Testimonials 


Competitive ads 
Argumentative copy 


“Tmage” ads 
Status, glamor appeals 


Announcements 
Descriptive copy 
Classified ads 


thoughts. Ads pro- Slogans . 
vide information Jingles as 
and facts. Sky writing 


Teaser campaigns 


Examples of 
research approaches 
related to steps of 
greatest applicability 


Examples of types of 


Market or sales tests 
Split-run tests 


Intention to purchase 
Projective techniques 


Rank order of pref- 
erence for brands 

Rating scales 

Image measurements, 
including check 
lists and semantic 
differentials 

Projective techniques 


Information questions 
Play-back analyses 


Aided recall 
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chase steps—the consumers’ positions 
on ancillary flights of steps, and the 
relative importance of these flights. 


Measuring Movement on the Steps 


Many common measurements of adver- 
tising effectiveness have been concerned 
with movement up either the first steps or 
the final step on the primary purchase 
flight. Examples include surveys to deter- 
mine the extent of brand awareness and 
information and measures of purchase and 
repeat purchase among “exposed” versus 
“unexposed” groups. 

Self-administered instruments, such as 
adaptations of the “semantic differential” 
and adjective check lists, are particularly 
helpful in providing the desired measure- 
ments of movement up or down the middle 
steps. The semantic differential provides a 
means of scaling attitudes with regard to 
a number of different issues in a manner 
which facilitates gathering the information 
on an efficient quantitative basis. Adjective 
lists, used in various ways, serve the same 
general purpose. 

Such devices can provide relatively 
spontaneous, rather than “considered,” 
responses. They are also quickly adminis- 
tered and can contain enough elements to 
make recall of specific responses by the 
test participant difficult, especially if the 
order of items is changed. This helps in 
minimizing “‘consistency” biases in various 
comparative uses of such measurement 
tools. 

Efficiency of these self-administered de- 
vices makes it practical to obtain responses 
to large numbers of items. This facilitates 
measurement of elements or components 
differing only slightly, though importantly, 
from each other. 

Carefully constructed adjective check 
lists, for example, have shown remarkable 
discrimination between terms differing 
only in subtle shades of meaning. One prod- 
uct may be seen as “rich,” “plush,” and 
“expensive,” while another one is “plush,” 
“gaudy,” and “cheap.” 

Such instruments make it possible to 
secure simultaneous measurements of both 
global attitudes and specific image compo- 
nents. These can be correlated with each 
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other and directly related to the content 
of the advertising messages tested. 

Does the advertising change the thinking 
of the respondents with regard to specific 
product attributes, characteristics or fea- 
tures, including not only physical charac- 
teristics but also various image elements 
such as “status”? Are these changes com- 
mercially significant? 

The measuring instruments mentioned 
are helpful in answering these questions. 
They provide a means for correlating 
changes in specific attitudes concerning 
image components with changes in global 
attitudes or position on the primary pur- 
chase steps. 


Testing the Model 


When groups of consumers are studied 
over time, do those who show more move- 
ment on the measured steps eventually pur- 
chase the product in greater proportions 
or quantities? Accumulation of data uti- 
lizing the stair-step model provides an 
opportunity to test the assumptions under- 
lying the model by answering this question. 


This approach to the measurement of 
advertising has evolved from three con- 
cepts: 

1. Realistic measurements of advertis- 
ing effectiveness must be related to 
an understanding of the functions of 
advertising. It is helpful to think in 
terms of a model where advertising 
is, likened to a force which, if success- 
ful, moves people up a series of steps 
toward purchase. 

2. Measurements of the effectiveness of 
the advertising should provide meas- 
urements of changes at all levels on 
these steps—not just at the levels of 
the development of product or fea- 
ture awareness and the stimulation 
of actual purchase. 

38. Changes in attitudes as to specific 
image components can be evaluated 
together with changes in over-all 
images, to determine the extent to 
which changes in the image compo- 
nents are related to movement on the 
primary purchase steps. 
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Increasing the Rate of Return 


in Mail Surveys 


ANDREW E. KIMBALL 


This article illustrates a simple experimental approach, used in in- 
creasing the rate of return in mail surveys. 


PROBLEM constantly facing the re- 

searcher conducting mail surveys is 
how to increase the rate of return of ques- 
tionnaires and thus reduce over-all costs. 
Simple, well-designed experiments can pro- 
vide excellent empirical knowledge which 
will improve the efficiency of such surveys. 


SOME FACTORS 
A number of factors, both controllable 
and non-controllable, affect the rate of 
return to be expected, such as: 
@ Length of questionnaire 
@ Questionnaire simplicity 
@ Inherent interest of subject to re- 
spondents 
e@ Attractiveness or appeal of the ques- 
tionnaire format 
@ Accuracy of mailing lists 
@ Nature of respondent group 
@ Incentives to increase the desire to 
respond 
Discussion of all these factors would ob- 
viously entail a lengthy discourse. How- 
ever, experience with a large number of 
mail surveys of various types among many 
different groups of respondents has pro- 
vided evidence regarding the relative effi- 
cacy of a few selected incentive methods. 
A simple experiment conducted to test 
incentive variations may be of special in- 


* ABOUT THE AUTHOR. Andrew E. Kimball is Mana- 
ger of Marketing Research for the Advanced Product 
Planning Operation of the General Electric Company. 
He has also held marketing positions in General Elec- 
tric's Marketing Services and Receiving Tube Depart- 
ment and in the Ford Motor Company. 

A graduate of the University of Utah, Mr. Kimball 
has an M.B.A. from the University of Michigan. He 
has written several articles for electronics trade jour- 
nals and company publications. 


terest. A single experiment among one 
sample group does not reveal hard and fast 
conclusions; but it is indicative of results 
which may be achieved by other research- 
ers among their own respondent groups. 


In a survey among technical personnel 
of electronic manufacturers, experiments 
were conducted with “split-runs” to test 
several simple format possibilities. A total 
of 3,000 randomly-selected names were 
separated into six subsamples of 500 each. 
Questionnaires sent to each group varied 
in a particular mechanical detail. Returns 
from each group were carefully recorded 
and analyzed to measure the effect of the 
specific variation. 

Obviously some differences in return 
rates due to sampling error could be ex- 
pected from six groups even if identical 
incentives were used. However, statistical 
analysis showed clearly that such differ- 
ences in return rates would be much 
smaller than those actually resulting in 
these experiments. For example, for 


Groups A and B in Table 1, sampling error | 


could account for such a large difference in 
only 3.4 chances out of 10,000. Thus, the 
conclusions are statistically highly signifi- 
cant. 

The three incentives tested included: 

1. Use of an air-mail stamp on the 
return envelope versus the use of an 
air-mail postal permit. 

2. Use of the respondent’s name on the 
cover letter versus the use of an 
impersonal “Dear Sir.” 

3. Use of an attached dime versus use 
of no coin. 

The respondents in each of the sub- 
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TABLE 1 
NUMBERS OF RETURNS FOR TESTED INCENTIVE VARIATIONS 


October, 1961 


Number Number 


in 0 
Group sample i Incentive variations 
A 500 174 No coin Dear Sir Air-mail stamp 
B 500 130 No coin Dear Sir Air-mail permit 
Cc 500 169 No coin Personal address Air-mail stamp 
D 500 134 No coin Personal address Air-mail permit 
E 500 223 10¢ coin Dear Sir Air-mail stamp 
F 500 191 10¢ coin Dear Sir Air-mail permit 


samples received questionnaire packages 
varying only in the details indicated in 
Table 1. Number of returns for each group 
is given. The rates of return, even with 
incentives, would not be sufficient for de- 
sired sampling accuracy in many surveys; 
but in this particular case accuracy was 
secondary to economy so that the rates of 
return were acceptable. 


Air-Mail Stamp vs. Air-Mail Postal Permit 


Groups A vs. B, C vs. D, and E vs. F 
varied only on the postage detail. Results 
indicated increased returns of 34, 26, and 
17 per cent with the three paired groups 
when the air-mail stamp was used. Both the 
size and consistency of return percentage 
increases indicated the pulling power of the 
“unused” stamp. These increases in return 
rate far outweighed the cost of the stamps 
“wasted” on non-returns. 


Personal Address vs. Dear Sir 


Groups A vs. C and B vs. D varied on 
the address detail. Results of the two 
paired groups indicated almost identical 
returns, whether or not a personal address 
was used. Apparently the addition of the 
respondent’s name on the cover letter was 
relatively unimportant. Because personal 
addresses require far more labor and cost, 
it would appear that a “Dear Sir” is a more 
economical approach. 


Dime vs. No Coin 


Groups A vs. E and B vs. F varied only 
on the coin detail. Results indicated in- 
creased returns of 28 and 47 per cent with 
the two paired groups when the 10c coin 
was used. These increases are highly sig- 
nificant, and show the important pulling 


power of the simple and inexpensive at- 
tachment of a small coin to the cover letter. 
An effective cover-letter approach when 
using a dime is to mention that the dime 
cannot compensate the respondent for more 
than a few moments of his time but is 
merely a token of appreciation which he 
might use for a coke or cup of coffee while 
filling out the brief questionnaire. A sur- 
prising number of respondents write on 
the questionnaire their thanks for the 
dime, the coffee, or the coke. 


Combinations of Incentives 

Further analysis of the “split-runs” in- 
dicated that the increase in rate of return 
when using the dime was less when the 
additional incentive of the air-mail stamp 
was used (Groups A vs. E—28%) than 
when no postage incentive used 
(Groups B vs. F—47%). Similarly, the 
increased rate of return when using the 
air-mail stamp was less when the additional 
incentive of the dime was used (Groups 
E vs. F—17%) than when no coin incen- 
tive was used (Groups A vs. B—34%). 
Thus, each additional incentive has a lower 
incremental advantage when used in combi- 
nation with other incentives than it would 
have by itself. 

CONCLUSION 

The experiment points up the desira- 
bility of the simple, inexpensive incentives 
of air-mail stamps and attached coins in a 
mail survey. 

Of course, many other useful incentive 
approaches are available, such as informa- 
tion sharing through promise of results, 
attractive premiums, intensive follow-ups, 
or attractive and appealing art work or 
format design. 
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Rejoinders, Commentaries, 
and Specialized Articles 


V WE 
ROBERT FERBER, Editor 
University of Illinois 


Does The “Sleeper Effect” Apply 
To Advertising? 


effect." 


OST STUDIES of the immediate and 
long-range effects of a single exposure 
to a communication show that there is a 
tendency for attitudes to return to the 
positions held before exposure to the -om- 
munication.! An exception to this is he 


1For a summary of studies on the effects of 
mass media communication, see Carl I. Hov- 
land, “Effects of the Mass Media of Communi- 
cation,” in Gardner Lindzey, editor, Handbook 
of Social Psychology (Reading, Massachu- 
setts: Addison-Wesley Publishing Company, 
Inc., 1954), Vol. 2, pp. 1,062-1,108. 


* ABOUT THE AUTHOR. Martin Weinberger is the 
Director of the Developmental Research Department 
at Schwerin Research Corporation, and editor of the 
firm's TECHNICAL AND ANALYTICAL REVIEW. A 
graduate of Columbia College, he has a Master's 
degree in Political Science from Columbia University. 


MARTIN WEINBERGER 


Under certain conditions, the change in attitude produced by a com- 
munication may be greater after a delay than immediately after expo- 
sure to the communication. This delayed change is called the "sleeper 


This article discusses the relevance of this phenomenon to advertising 
research. The author believes that repetition of advertising is probably 
more likely to reinforce the original effect of the advertising message 
than to produce a “sleeper effect." 


group of studies which deal with the 
“sleeper effect,” a term coined to cover 
instances in which attitude changes are 
greater when measured after a delay than 
when measured immediately after exposure 
to a communication.” 

These studies show that the environment 
in which a communication is presented can 
influence the acceptance of the point of 
view advocated in the communication. If 
attitudes are measured at a later point in 
time, the benefits of a prestige source tend 
to wear out and the inhibition caused by an 


2The term was first used in the study of 
the Army film, “The Battle of Britain”; see 
Carl I. Hovland, Arthur A. Lumsdaine, and 
Fred D. Sheffield, Experiments on.Mass Com- 
munication (Princeton: Princeton University 
Press, 1949), Chapter 7, pp. 182-200. 
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unfavorable environment tends to diminish. 

Hovland and Weiss studied this phenom- 
enon by presenting the same communica- 
tion to two groups of subjects, and attribut- 
ing the communication to a trustworthy 
source with one group and to an untrust- 
worthy source with the other group.® 
Opinion questionnaires were administered 
before the communication, immediately 
after, and a month after exposure to the 
communication. No significant differences 
were found in the amount of factual infor- 
mation acquired by the two groups of sub- 
jects; but significant differences were found 
in the extent to which an opinion on an 
issue was changed, depending on the source 
to which the communication had been 
attributed. 

Immediately after exposure, opinions 
shifted to a significantly greater degree 
when the material was attributed to a 
trustworthy source, as compared with the 
change effected by the same material when 
attributed to an untrustworthy source. 
Four weeks later, the extent of change pro- 
duced by the material attributed to the 
trustworthy source had decreased, and the 
extent of change produced by the material 
attributed to the untrustworthy source had 
increased. This increase is the “sleeper 
effect.” 

The study indicates that the trustwor- 
thiness of the source can help or inhibit 
the immediate acceptance of a communi- 
cation, without inhibiting acquisition of 
information. It also shows that, over time, 
this help or inhibition may diminish, not 
because the source is forgotten (the sub- 
jects were able to recall the source when 
asked), but rather because “the individual 
must be less likely with the passage of 
time to associate spontaneously the content 
with the source.’’* 

A factor which distinguishes the study 
cited from the situation found in advertis- 
ing is that advertisers are concerned with 


8Carl I. Hovland and Walter Weiss, “The 
Influence of Source Credibility on Communi- 
cation Effectiveness,” Public Opinion Quar- 
terly, Vol. 15 (Winter, 1951) pp. 635-650. 


4Carl I. Hovland, Irving L. Janis, and Har- 
old H. Kelley, Communication and Persuasion 
— Haven: Yale University Press, 1953), 
. 256. 
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the effect of repetition on the reception of 
their advertising messages, whereas this 
study dealt with the effect of a single ex- 
posure to a communication. The “sleeper 
effect” is not a “coming around” to a point 
of view as a result of frequent exposures 
to a communication. Rather, it depends on 
the decline over time of the influence of 
the environment on the initial reception of 
the message. Where the source was un- 
trustworthy, the subjects initially dis- 
counted the arguments; later, they accepted 
the point of view advocated, presumably 
because the arguments had been disassoci- 
ated from the unacceptable source. 

It may well be that the frequent repeti- 
tion common in advertising is likely to 
create conditions the very opposite of those 
requisite for a “sleeper effect.” Repetition 
of an advertising message which is initially 
rejected because of the environment in 
which it is presented is likely to increase 
spontaneous association of the message 
with the unacceptable environment. If the 
consumer is frequently reminded of the 
unacceptable environment, he is less likely 
to disassociate the advertising message 
from that environment. In short, the con- 
ditions necessary for the “sleeper effect” 
are less likely to occur with each repetition. 
This view is supported by two studies. 


REPETITION OF SOURCE AND OF COMMUNICATION 

The effect of reminding subjects of the 
source of a communication was studied by 
Kelman and Hovland.5 Transcribed radio 
interviews advocating extremely lenient 
treatment of juvenile delinquents were pre- 
sented to three groups of students. Identi- 
cal content was presented to each group, 
but in one case the speaker was introduced 
as “Judge Howard Elson, presiding judge 
of the Juvenile Court of this city, author 
of several books on delinquency, and well 
known for his views on the integration of 
the delinquent into society”; to another 
group the speaker was introduced as a 
member of the studio audience chosen at 
random and identified by name only; to 

5Herbert C. Kelman and Carl I. Hovland, 
“ ‘Reinstatement’ of the Communicator in 
Delayed Measurement of Opinion Change,” 


Journal of Abnormal and Social Psychology, 
Vol. 48 (July, 1953), pp. 327-335. 
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the third group the communicator was 
identified as a “man on the street” but gave 
the impression of being “an obnoxious, 
self-centered individual with a shady past 
and present, out on bail on a charge of 
dope peddling.” These sources were to 
serve as positive, neutral, and negative 
communicators. 

Attitudes were measured before, imme- 
diately after, and three weeks after expo- 
sure to the talk. At the time of the delayed 
measurement, one-half of the subjects in 
each group were reminded of the commu- 
nicator before they were asked to express 
their opinions. The reminder consisted of 
a replaying of the part of the transcribed 
record which introduced the communicator. 
The other subjects were requestioned with- 
out reinstatement of the communicator. 

Pretesting had shown that, in their at- 
titudes toward juvenile delinquency, the 
various groups were not significantly dif- 
ferent from one another before exposure 
to the communication. The initial effect of 
the communication was greatest when the 
presenter was identified as well informed 
and fair, and least when the presenter was 
identified as poorly informed and biased; 
the effect of the neutral presenter was be- 
tween the two. 

Three weeks later, among those re-ex- 
posed to the communicator, the initial dif- 
ference between the effects of the communi- 
cation was maintained: attitudes of those 
reminded of the positive communicator 
continued to be significantly different from 
the attitudes of those reminded of the neg- 
ative presenter. 

However, among those not reminded of 
the communicator, there was no significant 
difference in beliefs: there was a signifi- 
cant decrease in the extent of agreement 
with the positive communicator (loss of 
prestige effects), and a small but not quite 
significant increase in agreement with the 
negative communicator (the “sleeper ef- 
fect”). In other words, where there was 
repetition of the communicator, there was 
no “sleeper effect.” These findings support 
the view that, if the original impression of 
an advertising message was unfavorable, 


®Same reference as footnote 5, p. 329. 
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repetition of that message is likely to re- 
duce the possibility of a “sleeper effect.” 

Further support for this view can be 
found in a study by Cromwell and Kunkel 
in which the communication itself was re- 
peated.? Two different groups were exposed 
to a different speech. Attitude scales were 
administered before and after the first ex- 
posure. Thirty days later, the same speech 
was repeated, and attitude scales were 
again administered immediately before and 
after the second exposure. Control (unex- 
posed) groups were also used. 

The immediate effect of the first expo- 
sure was to produce a significant shift in 
the attitudes of each group, one speech pro- 
ducing a larger shift than the other. The 
measurement of attitudes thirty days later 
(before re-exposure to the speech) showed 
that the auditors tended to return to their 
original attitudes. Interestingly, the rank 
order of the residual effect was the same 
as that of the original effect. The authors 
suggest that there may be “a direct ratio 
between the strength of oral propaganda 
and the persistency of shift in attitude.’’* 
The effect of repeating the speeches was 
to reinforce the attitude changes produced 
by the first exposure: the speech which had 
produced the larger cl ange in attitude 
after the first exposure, produced the 
larger change in attitude after the second 
exposure as well. 


IMPLICATIONS 

On the basis of the available evidence, it 
seems probable that repetition in advertis- 
ing is likely to reinforce the original im- 
pression made by the initial exposure of 
the advertising message, but it seems un- 
likely that repetition will produce the con- 
ditions necessary for a “sleeper effect.” 

However, none of the studies cited deals 
with the number of repetitions common in 
advertising. There remains a possibility 
that frequent repetitions might produce 
different effects, and further research on 
this problem is needed. 

THarvey Cromwell and Richard Kunkel, 
“An Experimental Study of the Effect on 
Attitudes of Listeners of Repeating the Same 


Oral Propaganda,” Journal of Social Psychol- 
ogy, Vol. 85 (May, 1952), pp. 175-184. 


8Same reference as footnote 7, p. 181. 
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An Improved Hand-Tabulation 
Method 


ANY OF THE texts on research meth- 
ods indicate that hand-tabulation, uti- 
lizing paper aids such as special work- 
sheets, can be efficient for from 150 to 400 
cases.' However, the larger figure probably 
is an overstatement for much hand work. 
Beyond this range, two methods generally 
are recommended, involving coding and 
transcription to cards for hand counting. 
The simplest and most inexpensive 
method is the transfer of data to conven- 
tional 3” x 5” file cards. Parten states that 
the use of such coded cards can be efficient 
in some instances for 1,000 or more cases, 
due to the handling ease of these cards.” 
Another method of hand tabulation is the 
marginal punch card. A special needle per- 
mits sorting of these cards, based on 
whether the holes around the edge of the 
cards are “open” or “closed.” Although the 
performance of complex cross-tabulation 
operations can be extremely rapid, the 
preparation of each card by use of a hand 


William J. Goode and Paul K. Hatt, 
Methods in Social Science Research (New 
York: McGraw-Hill Book Co., Inc., 1952), 
p. 317; Marie Jahoda, Morton Deutsch, and 
Stuart W. Cook, Research Methods in Social 
Relations (New York: Dryden Press, 1951), 
Vol. 1, p. 276. 


2Mildred B. Parten, Surveys, Polls, and 
Samples; Practical Procedures (New York: 
Harper & Brothers, 1950), p. 463. 


¢ ABOUT THE AUTHOR. George J. Mrazek is Asso- 
ciate Director of the Research Guild, Chicago. He 
was formerly Research and Media Director of Sidney 
Clayton and Associates. He is a graduate of the 
Northwestern University School of Business and has 
done graduate work in the behavioral sciences at 
the University of Chicago. 
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When a marketing-research project involves more than fifty or sixty 
cases and calls for some degree of cross-tabulation, accurate analysis 
is difficult unless the data are coded and transcribed. 

This article shows how the accuracy, speed, and flexibility of hand- 
tabulation methods may be improved. 


punch is slow, while accurate counting of 
ecards is difficult due to a necessarily large 
card size and the punched-out card edges. 

For large or complicated studies, IBM 
or similar machine tabulation is recom- 
mended. These are of interest for present 
purposes in those instances where pre-tests 
or preliminary analysis would call for hand 
tabulation. 


IMPROVED VISUAL SYSTEM 


The new system discussed here is based 
on the idea that a series of coded cards can 
be visually sorted and counted more rapidly 
and accurately if the visual coding appears 
uniformly along the edges of each card, 
rather than on the body of the card itself. 

In principle, the system may not appear 
to be new. Thurstone in 1948 described an 
edge-marking method as an improvement 
over ordinary hand-tabulation and counting 
procedures. He pointed out many ways 
edge-marked cards could be used in psy- 
chological and educational research.2 No 
applications of the method seem to have 
been made, however, since Thurstone orig- 
inally presented it. 

The present system calls for a specially 
manufactured tabulating card, printed and 
trimmed to close tolerances. See Figure 1. 

The card measures 5” x 8”, with one 
corner cut to assure proper alignment of a 
card deck in use. Each card bears a row 
of consecutively numbered code positions 
along all four edges and on both sides. 


8L. L. Thurstone, “The Edge-Marking 

Method of Analyzing Data,” Journal of the 

American Statistical Association, Vol. 43 
(September, 1948), pp. 451-462. 
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There are 125 such positions on each side 
—a total of 250 for both sides. 

By use of readily available hand 
markers, each code position can be marked 
in any one of eight distinctive color codes 
(for example, blue, red, green, yellow, brown, 
purple, orange, and black). Each code posi- 
tion can provide eight direct readings, not 
including a code position left unmarked, 
without resorting to coding combinations. 
Thus, with eight codes per position, the 
5” x 8” card can carry a total of 1,000 
codes on each side. 

In transcribing coded data from the sur- 
vey instrument to tabulation cards, each 
pre-printed card is marked along its edges 
in accordance with the appropriate codes. 
If color-coding errors are made, a special 
gummed correction strip is used. Where a 
series of cards is to receive an identical 
color code on a given code position, the en- 
tire set of cards is first fanned along its 
edges and then all the cards are “gang 
marked” with a single stroke of the 
marker. After marking has been completed 
and the deck checked for coding omissions 
and errors, the cards are ready for visual 
counting and sorting. 

Coding may also be accomplished by 
using written numbers, letters, symbols, or 
symbols in combination with colors. The 
use of numbers or letters decreases coding 
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time, since only a single marking instru- 
ment need be handled and coding errors 
may be corrected quickly by a simple 
erasure. However, color coding usually fa- 
cilitates rapid and accurate tabulation. The 
decision to use color codes or written codes 
depends on the nature of each particular 
study. 

For straight tabulation of items, the 
color-coded cards are placed one over the 
other—in a fanned arrangement—with 
only the desired coded edges exposed. With 
the cards so arranged, all code positions 
along one edge can be tabulated by count- 
ing all the occurrences of each code color 
in each code position. See Figure 2. 

Thus, separate handling of each card is 
not necessary in tabulating the simple 
totals for each code position. The same 
arrangement of cards is followed for 
straight tabulation along each of the other 
coded edges of the cards. 


CROSS-TABULATION 

For cross tabulation the cards are hand 
sorted into stacks according to the appro- 
priate edge codes for the selected code posi- 
tion. The edge codes greatly simplify both 
the sorting and the verification of the sorts. 

Final stacks can be quickly and accu- 
rately checked by fanning the edges of the 
cards, to insure that each contains only the 
desired code color for the given code posi- 


4 


FicuRE 1. The 5” x 8” visual tabulating card, shown reduced in size, 
bears 125 code positions on a single side. Using eight color codes, it can 
accommodate 1,000 non-multiple coding possibilities on each side. 
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tion. After sorting and verifying the de- 
sired code, the sorted stacks are counted. 
If a series of cross tabulations is needed 
at this point, and the pertinent code posi- 
tions all fall along the same card edge, the 
cards are again fanned as in Figure 2, with 
coded edges exposed for the particular 
cross-classified cgde positions in question. 
The appropriate counts are then made for 
each code position. With number, letter, or 
symbol codes, all tabulations must be made 
by the sorting and stack-counting proce- 
dure alone. 

Later analysis of the data, which may 
call for new cross-tabulations, may be 
readily made, since al] data are in a per- 
manently classified form and are available 
with a simple sorting of the edge-coded 
cards. 

The hand-tabulation system described 
offers increased accuracy and speed as com- 
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pared with conventional manual methods. 
Counting, sorting, and verifying are great- 
ly simplified; and the cost of materials is 
relatively insignificant. 

Because the method is entirely visual, 
neatness in coding is essential. Cards must 
meet close tolerance requirements. Liquid 
markers of the fast drying, no-smear vari- 
ety have proved most satisfactory for color 
coding. 

The method overcomes two disadvantages 
of marginal punch cards for research tabu- 
lation: the need for cumbersome extra- 
large cards and numerical coding combina- 
tions to secure sufficient code positions; 
and the difficulty of rapid and accurate 
counting of cards due to punched-out card 
edges. 

Finally, the system means reduced tabu- 
lation costs and expanded analytical possi- 
bilities for a wide variety of studies. 
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FIGURE 2. A series of cards shown lapped one over the other, ready for 
tabulation. Straight tabulation of 75 or more cases for 39 code positions 
along one edge may be completed from this single arrangement. 
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Stanley Resor 


HILE A YALE undergraduate, class 

of 1901, Stanley Burnet Resor as- 
sumed that he would enter the family 
stove manufacturing business, founded in 
Cincinnati in 1819. He hoped instead to 
teach economics, for the study fascinated 
him. He did neither. During more than a 
half century with 
the J. Walter 
Thompson Company 
—its President 1916 
to 1955, its Board 
Chairman 1955 to 
1961—he became a 
dominant and al- 
most legendary 
force in marketing 
and advertising. 

Stanley Resor 
helped pay his way 
at Yale by tutoring 
in Latin. During 
the summers he sold 
a history of the 
Bible in southern 
Ohio and distribu- 
ted samples of Pearl 
Soap at factory 
gates, learning first- 
hand the rigors of 
door-to-door selling 
and the hard facts of product resistance. In 
his senior year he won the James Gordon 
Bennett prize of $60 in economics. 

On return to Cincinnati, he found there 
was no need for him to assist in the demise 
of the failing family business, but getting 
a job elsewhere proved difficult. Self-made 
American businessmen of 1901 were suspi- 
cious of college graduates. When, after 
other rebuffs, the young Resor applied to 
Globe-Wernicke, Otto Wernicke demanded 


A PIONEER IN MARKETING 


STANLEY RESOR 


By JAMES PLAYSTED WOOD 
The Curtis Publishing Company 


to know whether he could type, take short- 
hand, or keep books? Then, what could he 
do? Resor answered hopefully that he could 
learn. Once more, he was promptly shown 
out. 

Finally, he obtained a job in a bank at 
$5 a week. After two years, he went to 
the Lodge and Ship- 
ley Tool Company 
as a shipping clerk. 
He was not a spec- 
tacular success. In 


self-defense, Stan- 
ley Resor, whose 
gravely courteous 


manner is lighted 
by a quiet humor, 
quotes Potash and 
Perlmutter, who had 
pointed out that 
there never was a 
good shipping clerk. 
If he was any good, 
he stopped being a 
shipping clerk, 
which is what Stan- 
ley Resor did. 

In 1904 he took a 
job with Procter & 
Collier, job printers 
and house advertis- 
ing agency for Procter & Gamble, where his 
older brother, Walter, already worked. 
First success came with this venture, for 
Resor’s work with Proctor & Collier 
brought him to the attention of Charles E. 
Raymond, head of the Chicago office of the 
J. Walter Thompson Company. When 


Thompson opened a Cincinnati office in 
1908, Stanley Resor and his brother were 
put in charge. 

After four years in the Cincinnati office, 
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where he did everything from soliciting ac- 
counts to writing copy, Stanley Resor 
moved to the New York office, then at 
Fourth Avenue and 23rd Street, and his 
brother went to the Boston office. The copy 
department of the agency then consisted 
of one writer and two artists. 

Stanley Resor had been impressed and 
profoundly influenced by Thomas Henry 
Buckle’s History of Civilization in England. 
A social historian who tried to apply the 
methods of science to the study of history, 
Buckle believed that human progress was 
governed by laws, and that people any- 
where at any time react to the same cir- 
cumstances and events in the same fashion. 
From Buckle he derived the compelling 
belief that human nature in the mass is 
predictable. Given enough facts about peo- 
ple, and the right facts, you know how they 
will act. 

Resor began to apply this philosophy to 
marketing and advertising. He dug for the 
facts on every Thompson account, espe- 
cially where products were showing sales 
weakness. Using common sense and imag- 
ination, he conducted empirical research to 
find out what needed to be done to and for 
a product to promote sales. He went into 
packaging, pricing, distribution, and con- 
sumption. He sought the reasons why peo- 
ple bought or did not buy. He tested 
various advertising claims to discover those 
to which consumers reacted favorably. 

Resor’s insistence on the fact-finding, 
marketing approach to advertising awak- 
ened resentment and resistance. It was 
culpably novel and widely at variance not 
only with the accepted ways to advertising 
at the time but also with the lucrative 
practices of J. Walter Thompson. The con- 
flict between Resor and his principal was 
solved when in 1916 J. Walter Thompson, 
who was 69 and had been an advertising 
agent for forty-eight years, sold his com- 
pany to Stanley Resor and Charles E. Ray- 
mond. Retiring that same year, Raymond 
sold his holdings to James Webb Young, 
the head of the Cincinnati office, and to 
Henry Stanton, who was with Mr. Young 
in Cincinnati. Thompson felt he had made 
another shrewd bargain. The agency’s bill- 
ings had reached almost $3 million an- 
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nually. He did not think they could go 
much higher. 

As President of the newly reconstituted 
company, quiet, gently spoken Stanley 
Resor drove deep into advertising practice 
the idea he had derived from Buckle and 
the marketing truths learned from his 
varied experience. To him “advertising” 
meant “marketing.” It entailed study of 
every phase of a client’s business, the con- 
duct of fact-finding research, and the close 
application of statistical findings to the 
thorough preparation of an advertising 
approach to the public. Often the advertis- 
ing was almost editorial in appearance and 
appeal. 

Steadfastly Stanley Resor refused to 
make competitive presentations in the 
solicitation of new accounts. His reason 
was simple. He could not know all the facts 
upon which to base recommendations that 
he might well change when he was in a 
position to examine the client’s business. 
Possession of the facts and changing busi- 
ness conditions might necessitate entirely 
different recommendations. 

The advertising world of the time was 
not yet convinced. When in 1917 the 
Thompson Company made a ten-year lease 
for two floors at Madison Avenue at 38th 
Street, his friends, Stanley Resor learned 
later, gave the company a year to last; 
those not so friendly, six months. 

The same meticulous fact-finding contin- 
ued. The agency collated and published in 
convenient and usable form population sta- 
tistics of the Census of 1910. Couponed ad- 
vertisements were tested exhaustively and 
the results scrutinized to obtain measur- 
able results of advertising failure or effec- 
tiveness. Analyses of magazine circulations 
were made. To explore yet another avenue 
of approach to people, Stanley Resor hired 
Johns Hopkins’ behaviorist psychologist, 
Dr. John B. Watson. 

As Resor said in Chicago in 1924, when 
he was President of the American Associ- 
ation of Advertising Agencies, which he 
helped found: “With very few exceptions, 
every product and service on the market 
must be interpreted before it can be sold. 
This means that for every product we 
must definitely establish certain facts. .. . 
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A PIONEER IN MARKETING 


Advertising is not a matter of cleverness 
. .. the work is one of solving a problem of 
the first magnitude.” He reiterated his 
stand in 1927: “... the work of advertising 
is first to locate and analyze markets and 
secondly to influence the people who con- 
stitute those markets . .. a combination of 
analysis, planning, writing, illustrating, 
management, and human contact.” 

In the 1930s Stanley Resor established 
the J. Walter Thompson Consumer Panel, 
adding a new method to marketing- 
research techniques. Characteristically, he 
had the panel tested for six years before 
putting it to actual use. As he dryly re- 
marked in an address at Harvard in 1938, 
“Giving the answers before you know the 
facts is not always the best way to navi- 
gate in life.” 

Although he has been for twenty-five 
years a member of the Visiting Committee 
of Harvard’s Graduate School of Business 
Administration, Stanley Resor believes 
strongly in the value of a liberal arts edu- 
cation. A broad background, he holds, is 
of value in any profession and, as he wrote 
in “Advertising as a Career,” the need in 
advertising “is first for all-around experi- 
ence and later specialized training.” 

Informing the Thompson world-wide or- 
ganization, whose 1960 international bill- 
ings were estimated at $370 million, with 
his intensity, with his passion for thor- 
oughness in preparation and restraint in 
expression, Stanley Resor has diffused 
throughout modern advertising practice 
something of his ideas of marketing excel- 
lence. Consistently he has sought to obtain 
the marketing knowledge that brings val- 
ues inherent in products to appetites and 
desires inherent in people, and to do this 
surely by cutting a straight path of com- 
munication between the two. 

As thoroughly as he believes in the mar- 
keting approach that he helped to establish, 
Stanley Resor believes in the effective use 
of communications to sell ideas, products, 
and services. He is convinced that the 
spread of information through advertising 
is of social service, that advertising brings 
new concepts, new conveniences, new and 
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better ways of living to people. As he sees 
it, advertising helps create, then fulfils 
new human needs. It can and does affect 
the major conditions of human life and hu- 
man attitudes toward them. For him, 
advertising is an educational force that 
brings about needed changes in demand. 

Human desires, he once said, are insati- 
able, but they take time to develop. “Hu- 
man desire for necessities and luxuries,” 
he wrote in 1940, “is the keynote of busi- 
ness. Without this desire for all kinds of 
things, business would disappear.” These 
desires must be aroused through advertis- 
ing. When he accepted the Gold Medal in 
the Annual Advertising Awards in 1949, 
he said again, “The achievements of Ameri- 
can ‘mass production’ would fall of their 
own weight without the mass marketing 
machinery which advertising supplies.” 

Stanley Resor has his own version of 
the adage that it pays to advertise. It pays, 
he says, to make advertising pay. He also 
feels, to the point of unusual vehemence, 
that “in the modern world, we have avail- 
able all the means of comunications. It 
would be ironic if we do not use them to 
disseminate the truth.” The practicality 
and idealism seem equally characteristic 
of the man who holds and has exemplifiec. 
a deep-seated conviction of the dignity of 
advertising, and who has set and met high 
ethical standards for its conduct. 

Partly perhaps from temperament, pos- 
sibly from policy, probably from a combi- 
nation of the two, Stanley Resor has rather 
courted anonymity in a business usually 
devoted to its opposite. In this he is con- 
sistent with his stated belief that in adver- 
tising the best work remains anonymous. 
It is the product of many people and many 
talents, rather than of an individual. Some 
of the over 6,500 other people in the 
Thompson organization, he suggests, had 
something to do with what he may have 
accomplished. 

Recently someone with present political 
and social trends in mind asked him 
whether there would be any advertising 
fifteen or twenty years from now. Stanley 
Resor countered softly with another ques- 
tion. “Will there be any human beings?” 
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Executives 


No marketing man needs to be told about 
the total marketing concept. And no mar- 
keting man needs to be brought up to date 
on the increasing importance of the mar- 
keting function within the total economy. 
Improvement in the art, if not the science, 
of marketing during the postwar period is 
dramatic. Literally hundreds of important 
industrial firms throughout the United 
States are now gearing their total business 
to the customer by orienting every func- 
tion to the needs and desires of those cus- 
tomers. This is a healthy trend. 

However, with the growth of this kind 
of marketing philosophy has come a whole 
series of additional problems to burden the 
shoulders of top management. Engineering, 
research, product development, financial, 
distribution, and pricing problems shift 
constantly in their shape and context as 
companies adopt a total marketing concept 
in their basic planning. One of the key 
problems, which has perhaps had less at- 
tention than many others, is that of the 
internal education and communications 
necessary as a company begins to use 
modern marketing philosophy and methods. 

An oversimplified definition of market- 
‘ing is “finding out what the customer 
wants and then giving it to him—at'a 
profit.” Within this kind of meaning, mar- 
keting is an attitude, a state of mind, and 
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Marketing For Non-Marketing 


a working philosophy which guides the 
entire operation of a business .. . including 
each individual department, function, and 
person, The frequent pitfall in living up 
to this kind of business philosophy comes 
in an internal breakdown of understanding 
and communications of the “how, what, 
where, and when” of marketing. 
Historically, companies have conducted 
sales meetings to educate and stimulate all 
the marketing and sales people to do a 
better job. Unfortunately, many firms have 
stopped at this point. They have failed to 
realize that literally every key employee 
and every major department and function 
participate directly or indirectly in the 
total marketing operation. To participate 
successfully and profitably, each key em- 
ployee must have at least a cursory under- 
standing of the company’s plans, objec- 
tives, and marketing strategies and tactics. 


What is the best way for a company to 
educate non-marketing executives on the 
intricacies of the marketing function? 
There are three methods commonly used in 
industry today: 

1. An informal education program con- 
sisting of an occasional meeting; 
group luncheon discussions; and 
routing of articles, bulletins, and 
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INDUSTRIAL MARKETING 


speecn reprints covering a variety of 
marketing topics. 

2. A formalized program of education 
in which a series of specifically de- 
veloped and organized seminars and 
training programs are implemented 
throughout key administrative and 
operating levels of management. 

3. The use of external educational pro- 
grams developed by such organiza- 
tions as the American Management 
Association, National Industrial Con- 
ference Board, National Sales Exec- 
utives Clubs, and various schools of 
business. 

A fourth method, of course, is to use a 

combination of these three techniques. 

A variety of factors dictates the type of 
program most suitable to an individual or- 
ganization. The size of the company, the 
nature of its products, the complexity of 
its markets and customers and buying in- 
fluences, industry marketing patterns and 
trends, competitive practices, and past 
company marketing methods are a few of 
the factors which will contribute to the 
decision. 

A pertinent point, however, is on the 
premise that the marketing executives 
must recognize, and must help the rest of 
top management recognize, the need for a 
continuous flow of marketing information. 
This information will provide the cross- 
fertilization and will act as the catalytic 
agent in insuring a truly total customer- 
directed operation. 


Informal Education Program 


The informal program is most useful to 
the smaller industrial company which has 
only a few key executives. It is likely that 
some of these executives “double in brass,” 
wearing several job hats. In this situation 
the executives are working closely enough 
with each other so that an informal system 
of communication through the occasional 
distribution of articles and speeches, plus 
luncheon conversations, will accomplish the 
desired purpose. 

Material on the total marketing concept 
and on the relationship of marketing to the 
other business functions is readily avail- 
able from most trade associations, as well 
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as from the sales and marketing business 
magazines. Too often, however, this meth- 
od, because it is informal, is likely to be 
put off, postponed, and never be really effec- 
tive because of the press of day-to-day 
activities. 


Formalized Program of Education 


Many of the country’s major corpora- 
tions have conducted management schools 
and education programs for years. For 
example, IBM, General Electric, and the 
Koppers Company provide for their top- 
and middle-management people a variety 
of educational programs. 

Some years ago the Koppers Company, 
recognizing that non-marketing executives 
needed additional guidance and background 
in marketing, established a series of three- 
week seminar sessions.. Organized and con- 
ducted by an outside management consult- 
ant, this program included not only key 
marketing executives but top administra- 
tive managers, as well as key men from 
manufacturing, engineering, research and 
development, finance, etc. The program con- 
sisted of all-day sessions with assigned 
readings and case-history problems on such 
subjects as personal selling, new-product 
development, marketing research, pricing, 
distribution, and advertising and sales 
promotion. Some of the country’s top ex- 
perts in these fields were brought in to lead 
“shirt-sleeve” discussions throughout the 
meetings. 

Permanent notebooks were provided each 
“student” so that he would have a ready 
reference to material discussed and distrib- 
uted at the seminar sessions. Other com- 
panies, such as General Electric, provide 
longer and more intensified management 
programs which include not only marketing 
but discussions of the other key functions 
of business. Results of this kind of internal 
training must be weighed against the sub- 
stantial investment involved, plus, of 
course, the amount of time each man loses 
from his own particular day-to-day job 
assignment. 


External Education Program 


Those companies which have felt that 
there were limitations or disadvantages in 
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establishing an internal program of market- 
ing education have sent their non-market- 
ing executives to marketing seminars con- 
ducted by associations and universities. 

For example, for several years the Amer- 
ican Management Association has con- 
ducted a seminar entitled “Fundamentals 
of Marketing for Non-Marketing Execu- 
tives.” The aim of this seminar is to im- 
prove the’ understanding of the marketing 
viewpoint and of marketing objectives, 
processes, and problems among non-mar- 
keting executives. A seminar outline in- 
cludes three solid days of the following 
subjects: the marketing function; the place 
of marketing in the organizational struc- 
ture; organization of the marketing activ- 
ity; relationship of marketing to other 
functions of the business; changing pat- 
terns of distribution; case studies of inte- 
grated marketing programs; marketing 
planning; control of marketing activity; 
and the future direction of marketing. 

Co-chairmaned by outstanding market- 
ing experts who are assisted by guest 
speakers, these seminars attract presidents, 
vice-presidents of finance, factory man- 
agers, controllers, product research man- 
agers, manufacturing and engineering 
executives. 

The University of Wisconsin recently 
established “Marketing for Non-Marketing 
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Executives” seminars structured somewhat 
as the AMA seminars. And, of course, there 
has been a tremendous growth of execu- 
tive and management courses at many uni- 
versities during the last ten years. Some 
firms have utilized these courses as an 
alternative to a straight marketing course. 
Management programs at Carnegie Insti- 
tute of Technology, Harvard, Northwestern, 
Illinois, Stanford, and other universities 
include marketing within a broad curricu- 
lum which also deals with many of the 
other functions of business. 


MARKETING IS EVERY EXECUTIVE’S CONCERN 

The importance of instilling a customer 
and marketing consciousness at all levels 
of management, regardless of function, has 
come a long way from the theoretical stage. 
The nation’s industrial leaders now recog- 
nize that it is important to make certain 
that executives not directly involved with 
the marketing organization be aware of 
how their own functions relate and inte- 
grate with marketing. 

Every executive performs some func- 
tions which contribute to the total market- 
ing effectiveness of the firm. It is essen- 
tial, then, that all executives have a 
fundamental understanding of marketing 
operations and principles. 
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KENNETH J. CURRAN, Editor 
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EDITORIAL STAFF 


MARSHALL C. HOWARD 
University of Massachusetts 


The most important recent developments in 
the legal framework within which marketing 
must function are reported under the topical 
outline presented below. More detailed infor- 
mation about individual items may be obtained 
by reference to the source cited for each case, 
References to CCH are to the Commerce 
Clearing House Trade Regulation Reporter. 


TOPICAL OUTLINE OF CASE 
SUBJECT MATTER 


I. REGULATION OF MONOPOLISTIC 
METHODS 
A. Market Control 
B. Collusive Practices 
C. Market Exclusion Tactics 


II. REGULATION OF PRODUCT CHAR- 
ACTERISTICS 
A. Product Standards 
B. Product Quality 
C. Packaging and Conditions of Sale 


III. REGULATION OF PRICE COMPETI- 
TION 
A. Price Discrimination 
B. Resale Price Maintenance 
C. Price Control (Minimum and Maxi- 
mum) 


IV. REGULATION OF CHANNELS OF 
DISTRIBUTION 
A. Operating Features of Marketing In- 
stitutions 
B. Relations Between Buyers and Sellers: 
Exclusive Dealing Arrangements, etc. 


V. REGULATION OF UNFAIR COMPE- 
TITION 
A, Advertising 
B. Nonadvertising Promotional Methods 
C. Trade-Marks and Trade Names 


VI. PROCEDURAL AND MISCELLANE- 
OUS DEVELOPMENTS 


RAY O. WERNER 
Colorado College 


I. REGULATION OF MONOPOLISTIC 
METHODS 


A. Market Control 


United States v. Pan American ‘orld 
Airways, Inc., W. R. Grace & Co., et al., CCH 
769,941 (D.C. S. N.Y., March, 1961). [K.J.c.] 

The suit of the Government seeking the 
divestment by Pan American Airways and 
W. R. Grace of their joint ownership of 
Panagra (Pan American-Grace Airways, Inc.) 
has resulted in a partial victory for the 
Government in the District Court. Judge 
Murphy, who delivered the opinion, well de- 
scribes the suit as “nominally” a Government 
antitrust action but “actually ... a continu- 
ation of a bitter family quarrel rampant 
since 1941 arising out of the unhappy and 
quondam unholy union of Pan American and 
Grace, each of whom owns 50% of the stock 
of Panagra ... .” 

In 1929, Pan “American and Grace jointly 
organized Panagra to operate a commercial 
airline service from the Panama Canal Zone 
down the west coast of South America. This 
marriage of convenience between an Ameri- 
can airline and a commercial organization 
already well ensconced on South America’s 
west coast ran into difficulties because of 
the conflict in interest between the two par- 
ties to the alliance. Whereas Pan American 
viewed Panagra simply as the west coast 
division of its South American service, Grace 
viewed it as an airline with independent 
potentialities. In particular, Grace wanted 
to extend Panagra’s northern terminus from 
the Canal Zone to the United States, thereby 
making it independent of Pan American on 
the United States-Canal Zone leg of the South 
American flight. All efforts by Grace to apply 
to the Civil Aeronautics Board for such an 
extension, however, were vetoed by Pan 
American. 
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The Government sought to end the control 
of Panagra by both Pan American and Grace, 
charging that through Panagra they had at- 
tempted to monopolize air transportation from 
the east coast of the United: States down the 
west coast of South America and had agreed 
upon a division of the South American air 
transport market between Panagra in the 
west and Pan American in the east. It fur- 
ther charged that the control of an airline 
by the dominant water carrier (Grace) serv- 
ing the same region necessarily violates the 
antitrust laws. 

Judge Murphy decided against the Govern- 
ment on all charges except for the interference 
by Pan American with Panagra’s efforts to 
extend its northern terminus to the United 
States, which he found to be a monopolization 
of the United States-Canal Zone route and 
contrary to the Sherman Act. Thus he or- 
dered Pan American to show why it should 
not be required to dispose of its Panagra 
stock holdings. 

The joint action by Pan American and 
Grace in founding Panagra and the arrange- 
ment sharing the South American market 
between the two airlines the Judge found 
reasonable under the prevailing circumstances. 
Likewise, the control by Grace of the major 
water carrier service and airline service to 
the west coast was legal since these two serv- 
ices were basically non-competitive. The water 
carrier was concerned largely with cargo and 
the airline with passengers, and Judge Mur- 
phy raised the question whether a twelve-hour 
trip by air from New York to Santiago, Chile 
and a twenty-one day trip by water between 
the same ports could really be interchange- 
able, competing services. 

The most interesting features of this de- 
cision are Judge Murphy’s conclusion regard- 
ing the non-competing nature of air and water 
transportation, which has just been described, 
and the ground on which he denied Pan 
American’s contention that the Civil Aero- 
nautics Board had primary jurisdiction over 
this complaint. He quoted another court to 
the effect that whenever a regulated com- 
pany sued under the antitrust laws, the regu- 
latory statute and the antitrust laws must be 
compared. If the antitrust laws either cover 
subject matter or provide remedies beyond the 
regulatory commission’s powers, the courts 
have jurisdiction. The Civil Aeronautics Board 
could not require Pan.American to dispose 
of its Panagra stock holdings, so Pan Ameri- 
can’s contention did not meet this test. 


C. Market Exclusion Tactics 


United States v. E. I. du Pont de Nemours 
and Company, et al., 81 S. Ct. 1243 (May, 
1961). [K.J.c.] 

In 1949, the Government brought suit 
against du Pont charging that by its acquisi- 
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tion of 23 per cent of General Motors’ stock, 
it had secured a preferred position in the com- 
petition for General Motors’ purchases of 
fabrics and finishes in violation of the anti- 
trust laws. 

In December, 1954, Judge LaBuy of the 
District Court for Northern Illinois found du 
Pont innocent on the ground that the Govern- 
ment had not proven that du Pont had dom- 
inated General Motors’ management or dic- 
tated its purchasing policies. This decision 
was reversed by the Supreme Court in June, 
1957, by a four to two vote which resulted in 
an unexpected reinterpretation of Section 7 
of the Clayton Act. 

Having reversed Judge LaBuy, the Supreme 
Court returned the case to him to formulate 
a decree remedying the illegal situation. The 
Government was seeking an order requiritg 
du Pont to dispose of all its General Motors 
stock and in fact claimed that this remedy 
was mandatory where Section 7 had been vio- 
lated. However, Judge LaBuy felt this re- 
quirement was unnecessariiy harsh and would 
inflict large losses upon innocent stockholders 
of du Pont and General Motors both because 
of the impact of the income tax upon du Pont’s 
stockholders to whom General Motors stock 
would be distributed and because of the de- 
pressing effect of forced sales upon the market 
prices of the stocks of both corporations. In- 
stead, he wrote a decree permitting du Pont 
to continue to hold the stock of General Mo- 
tors but depriving it of voting rights. The 
voting rights were to be “passed through” to 
the stockholders of du Pont except for those 
shares constituting the portion attributable 
to the du Pont family and its holding com- 
panies which were not to be voted at all. The 
elimination of du Pont’s voting rights was 
reinforced by certain injunctions designed to 
guarantee that it would receive no favors 
from General Motors in the future. 

These three decisions, which aroused an in- 
terest second only to the recent electrical 
equipment convictions, were reported in de- 
tail in these columns of the JOURNAL OF 
MARKETING in April, 1955, October, 1957, 
and April, 1960. 

Judge LaBuy’s decree has now been set 
aside by the Supreme Court which insists upon 
an order which will require du Pont to dispose 
of all of its General Motors shares within ten 
years. Admitting that a trial court has large 
discretion in formulating a decree, it pointed 
out that this discretion is not unlimited. In 
this case in particular, the Court felt that the 
adequacy of the decree must be scrutinized 
carefully because it had been written by a 
trial judge after his decision of innocence had 
been reversed and because the 3000 pages of 
testimony which he took in deciding upon the 
decree largely ignored the comparative results 
of the different proposals-in restoring compe- 
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tition and was concerned instead with the in- 
jury they might inflict upon private interests. 
In the words of Mr. Justice Brennan who 
wrote the opinion: “Courts are not authorized 
in civil proceedings to punish antitrust viola- 
tors, and relief must not be punitive. But 
courts are authorized, indeed required, to de- 
cree relief effective to redress the violations, 
whatever the adverse effect of such a decree 
on private interests.” 

The Supreme Court did not accept the Gov- 
ernment’s contention that the divestment of 
stock held in violation of Section 7 of the 
Clayton Act was mandatory, although it con- 
ceded that this remedy “should always be in 
the forefront of a court’s mind when a viola- 
tion of § 7 has been found.” However, it found 
that Judge LaBuy’s decree was an inadequate 
protection of the public’s interest and not a 
certain barrier to the tendency toward monop- 
oly arising from the du Pont-General Motors 
tie-up. Du Pont’s shareholders would auto- 
matically become General Motors voters and 
it would be “in their interest to vote in such 
a way as to induce General Motors to favor 
du Pont ....” Moreover, both General Motors’ 
management and du Pont’s competitors would 
realize that the financial interest of du Pont 
in General Motors had not been ended and 
their behavior might be affected by that real- 
ization. Finally, the very ability of du Pont 
to sell great blocks of General Motors stock, 
thus transferring voting rights to new parties, 
“could conceivably be used to induce General 
Motors to favor du Pont products.” 

This decision split the Supreme Court four 
to three, Chief Justice Warren and Justices 
Brennan, Douglas and Black forming the ma- 
jority and Justices Frankfurter, Whittaker 
and Stewart dissenting. Justices Clark and 
Harlan took no part in this decision, and thus 
we cannot be sure that we have a court which 
in the future will act on the principle that 
the public’s interest in competition is para- 
mount. Nevertheless, it is pleasa..t to report 
a decision in which that view is dominant, 
for a major criticism of antitrust enforcement 
has been the reluctance of the courts to inflict 
private losses to gain public ends. 

It is, of course, true that any adequate anti- 
trust decree will of necessity inflict losses on 
the owners of the guilty corporations. If no 
such losses are forthcoming, it can only mean 
that there has been a miscarriage of justice, 
for under the circumstances the defendants 
could have been doing nothing illegal that 
furthered their interests. Nevertheless, it is 
undoubtedly true that defendants try to in- 
timidate the courts by exaggerating the con- 
sequences to private interests of adequate 
antitrust decrees. 

The expert testimony of investment bankers 
in this suit predicted that the forced divest- 
ment of du Pont’s stock holdings would de- 
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press the value of du Pont and General Motors 
shares some 25 per cent. Judging from the 
behavior of these shares on the stock market 
in the weeks immediately following the Su- 
preme Court’s decision, investors were much 
less impressed by the wisdom of these experts 
than were Judge LaBuy and the dissenting trio. 
However, it will be interesting to follow the 
fortune of these corporations to see whether 
the dire consequences predicted for their stock- 
holders come true. 


II. REGULATION OF PRODUCT 
CHARACTERISTICS 


A. Product Standards 


Bigelow-Sanford Carpet Co., Inc. v. Fed- 
eral Trade Commission, CCH {69,964 (CA-D. 
of Col., March, 1961). [R.0.w.] 

Courtaulds (Alabama), Inc. v. Earl TW. 
Kintner, individually and as Chairman of the 
Federal Trade Commission, et al., CCH {69,- 
998 (CA-D. of Col., April, 1961). [R.o.w.] 


Both of these cases are based on challenges 
to the Federal Trade Commission’s exercise 
of its power to establish “generic names of 
manufactured fibers” granted in the Textile 
Fiber Products Identification Act of 1958. The 
Commission, in accordance with Section 7(c) 
of that Act, established definitions of “rayon” 
based on the chemical composition of that fiber 
rather than upon structural or performance 
characteristics. Both Bigelow-Sanford and 
Courtaulds petitioned for a new generic term 
to describe the fibers they produced. In both 
cases the companies tried to convince the Com- 
mission that although their product was 
formed from the chemical base (“regenerated 
cellulose”) of rayon, significant differences 
justified the use of a different generic name. 

The Court of Appeals supported the Com- 
mission in both cases. The Commission was 
clearly within its rights in establishing generic 
names on the basis of the chemical composi- 
tion of the fibers. The Commission’s “exper- 
tise” was adequate to determine whether or 
not the new fibers came within the definition 
formulated. Sincg procedural due process was 
not violated, the Commission had legally car- 
ried out its duties in trying to protect produc- 
ers and consumers “against misbranding and 
false advertising of the fiber content of textile 
fiber products.” 

The Commission’s protection of the con- 
sumer against a proliferation of fiber product 
names is certainly desirable. If there is yet 
hope for greater consumer rationality and 
thereby increased competitiveness in American 
industry, then a decrease in product differen- 
tiation grounded in imaginary dissimilarities 
is desirable. Since each producer is protected 
in his right to make representations of actual 
differences in performance of his fiber within 
the generic category established by the Com- 
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mission, the legitimate differences upon which 
rational consumer choice should be grounded 
is protected. Rayon, as one of the generic 
textile fibers, may also in fact be a term which, 
as Bigelow-Sanford argued, lacks public ac- 
ceptance and is prejudicial. Development of 
unprejudiced public acceptance can and should 
arise from improved rayon products; it does 
not arise from pulling the rayon over the 
buyer’s eyes, all the while calling it “lincron” 
or “polynosic.” 


III. REGULATION OF PRICE 
COMPETITION 


A. Price Discrimination 


1. United States v. Borden Co., et al., 
CCH {69,946 (D.C. N. Ill, February, 1961). 
[R.0.W.] 

If, as in this case, a seller discriminates in 
price among competitors engaged in interstate 
commerce so that an injury to competition may 
occur, he violates Section 2(a) of the Robin- 
son-Patman Act. To avoid a legal prohibition 
of such price differential, the seller may rebut 
the prima facie showing of discrimination by 
demonstrating that the differentials are cost 
justified. This can, as it did in this case, re- 
duce the dispute to the question of what con- 
stitutes sufficient proof of cost justification 
of the differential. 

The Court here ruled that a “reasonable 
latitude in cost studies” must be accorded the 
seller charged with discrimination. Precise or 
mechanical rules for testing the justification 
of price differentials exist neither in account- 
ing theory nor in legal opinion. Imperfections 
in cost analyses will inevitably appear; a bona 
fide effort to allocate costs on a reasonably 
defensible ground is all the law requires of 
the firm accused of prohibited price discrim- 
ination. Since the Court here ruled that price 
differentials were cost justified and, further- 
more, that since some pricing practices upon 
which a prima facie case of price discrimina- 
tion rested had been abandoned, no injunctive 
relief should be granted. To regulate all fu- 
ture sales by a broad injunction was consid- 
ered likely to evoke continual litigation as to 
the pricing policies followed by the enjoined 
seller. In short, a broad injunction against 
cost justified price differentials, some of which 
had already been abandoned, is neither good 
law nor good sense. 


2. Samuel Freedman v. Philadelphia Ter- 
minals Auction Co., CCH {§70,010 (D.C. E. 
Pa., May, 1961). [R.o.w.] 


The issue before the Court in this case was 
whether or not the receipt of illegal brokerage 
or commission payments automatically entitles 
the injured party to damages. The Court de- 
cided it did not. In so deciding, the presiding 
Judge ruled that specific proof of damages 


JOURNAL OF MARKETING 


October, 1961 


was required. He added that damages sus- 
tained are not necessarily equal to the amount 
of the discriminatory brokerage payments. 
Since the trial court originally had ruled that 
no monetary damages had been sustained by 
the complaining party, the Court here ruled 
that no payment of damages should be re- 
quired. However, the Judge, in concluding the 
case, noted that the “controlling question of 
law” was moot and that “an immediate appeal 
from the order may materially advance the 
ultimate termination of the litigation.” An 
appeal, therefore, can be expected. 


8. Price Discrimination Act, New Mexico 
Laws of 1961, CCH {13,430 (June, 1961). 
[R.0.W.] 

This New Mexico law might accurately be 
described as a “Littie Robinson-Patman Act.” 
First, the New Mexico statute contains a 
listing of price discriminations which are pro- 
hibited. Second, although several relatively 
minor differences exist between the federal 
and the state law (grounded generally in dis- 
similarities in the political units), a major 
substantive difference is the New Mexico law’s 
requirement that price discriminations are 
prohibited only if they intentionally destroy 
competition or eliminate a competitor. Private 
damages incurred as a result of violation of 
this Act may be recovered in the amount of 
actual and potential damages sustained, not 
in triple amount as is allowed in private dam- 
age suits arising under the Clayton Act. 


B. Resale Price Maintenance 


1. Miles Laboratories, Inc. v. Dayton 
Vitamin & Cosmetic Distributors, Inc., CCH 
{70,004 (CA-6, May, 1961). [M.c.H.] 

The state of Ohio has been waiting for some 
months for a definitive answer by the State’s 
Supreme Court on the constitutionality of its 
1959 Fair Trade Act. Under this Act a re- 
tailer is considered bound by resale price 
maintenance contract when he accepts fair- 
traded commodities accompanied by notice of 
the list price. Some lower courts have denied 
injunctive relief against selling below list 
price; others have not. In this case a U. S. 
Court of Appeals supports the decision of a 
federal District Court which had granted a 
temporary injunction against price-cutting, 
pending a ruling by a higher State Court (re- 
ported in this section of the last issue). The 
wheels of the law continue to grind slowly. 


2. Johnson & Johnson v. Apollo Sales, 
Inc.; Johnson & Johnson v. Irving Jacobs, et 
al.; Johnson & Johnson v. Northwest Whole- 
sale Corp.; Johnson & Johnson v. Rosenblum, 
Inc., CCH {69,919 (D.C. S.N.Y., February, 
1961). 

Johnson & Johnson v. Janel Sales Corp., 
CCH {69,938 (D.C. S.N.Y., February, 1961). 
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Johnson & Johnson v. Avenue Merchan- 
dise Corp.; Johnson & Johnson v. Milshap 
Drug Sales Corp.; Johnson & Johnson v. Rite 
Price Merchandise Corp.; Johnson & Johnson 
v. Deal Rite Merchandise Corp., CCH 969,989 
(D.C. S.N.Y., April, 1961). [M.c.H.] 

As can be seen from the number of cases 
and proceedings listed above, Johnson & John- 
son has been actively seeking to enforce its 
fair trade program with retailers in New 
York State. Since Johnson & Johnson is a New 
Jersey corporation with its principal place of 
business in New Jersey, it has resorted to the 
McGuire Act and the federal District Court. 

The retail price cutters (non-signers) have 
relied on one defense: that since Johnson & 
Johnson also sells to General Electric Co. in 
Schenectady, N. Y., it is competing with those 
who are bound by fair trade contracts, and 
thus the fair trade is void. But Johnson & 
Johnson has won out in each legal round. 

In the Apollo Sales case, the retailer was 
selling to industrial accounts (as well as to 
individual consumers) but he was a local mer- 
chant in New York City. Johnson & Johnson, 
on the other hand, was selling to no industrial 
accounts in New York City, nor did it solicit 
any there. Therefore, said the court, the two 
could not be considered in competition. A 
preliminary injunction against price-cutting 
was granted. 

The Janel Sales case throws more light on 
the application of the McGuire Act, pointing 
out that if Johnson & Johnson is considered 
a retailer in its sales to General Electric, 
then it cannot enforce fair trade against an- 
other retailer even though it does not sell in 
the same geographical market, for at least it 
is a potential competitor when holding that 
status. Pending lack of evidence on whether 
Johnson & Johnson should be considered a re- 
tailer, the Court in this case, too, granted a 
preliminary injunction against price-cutting. 

The evidence on the retailer status of John- 
son & Johnson is examined in the Avenue 
Merchandise case. The decision is that Johnson 
& Johnson is not a retailer. First, the sales 
to General Electric are in $50 minimum lots. 
A retailer, says the court relying on several 
dictionaries, typically sells in small quanti- 
ties. Second, the sales to General Electric were 
of goods that “go into the process by which 
the products which it eventually sells are 
manufactured” and are thus not “ultimately 
consumed” by General Electric. The fact that 
Johnson ‘& Johnson also sold to two upstate 
hospitals under comparable circumstances did 
not make it a retailer either. Again, a pre- 
liminary injunction is granted against a price- 
cutting retailer. 

These cases do not represent a strengthen- 
ing of fair trade at the expense of free trade. 
These circumstances would, rather, seem to 
represent the limits beyond which the courts 


will not go in allowing direct sales by manu- 
facturers and still enforce fair trade. 


3. Corning Glass Works v. Louis Perloff, 
CCH {69,945 (D.C.E. Pa., February, 1961). 
[M.C.H.] 

The jurisdiction for enforcement of fair 
trade may be the federal courts when the suit 
is between citizens of different states where 
the matter in controversy exceeds the value 
of $10,000. Where fair trade is involved the 
property right being protected is goodwill. In 
this decision the court is being difficult in in- 
sisting on supporting evidence of this property 
value. Corning Glass may have spent $3,000,- 
000 for advertising and sales promotion in 
1960, but the court says it has insufficient evi- 
dence that the goodwill value being protected 
in Pennsylvania exceeds $10,000. A prelim- 
inary injunction is therefore not granted 
against a price-cutter. 

Presumably such value would not be very 
difficult to prove for Pennsylvania, but theo- 
retically there may be some parts of the coun- 
try where this might not be so. 


4. Revlon, Inc. v. American Mutual Com- 
pany and American Home Products Corp. v. 
Benny Homsey and Associates d.b.a. American 
Mutual Co., CCH {69,993 (Oklahoma Supreme 
Ct., April, 1961). 

Bulova Watch Co., Ine. v. Robinson 
Wholesale Co., et al., CCH §69,971 (Iowa Su- 
preme Ct., April, 1961). [M.c.H.] 


The Supreme Courts of two states, Okla- 
homa and Iowa, have upheld the decisions of 
their states’ District Courts which declared 
the non-signer provisions of their Fair Trade 
Acts to be unconstitutional. (The Revlon and 
American Home Products cases were reported 
in the April, 1960, issue, and the Bulova 
Watch case in the January, 1961, issue.) 

The reasons for unconstitutionality remain 
the same in both instances. In Oklahoma, the 
non-signer provision is both an unlawful dele- 
gation of legislative power and in violation of 
due process of law. In Iowa it is an unlawful 
delegation of legislative power. 

The count now shows only 16 states with 
Fair Trade Acts which have non-signer pro- 
visions. 


5. State of Kansas ex rel- John Anderson, 
Jr., Attorney General v. Joseph A. Mermis, 
Jr., Chairman, State Alcoholic Beverage Con- 
trol Board of Review, and W. E. Murphy, Di- 
rector, State Alcoholic Beverage Control, CCH 
969,944 (Kansas Supreme Ct., January, 1961). 
[M.C.H.] 

Kansas was for many years a dry state. 
Then, in 1948, the State Constitution was 
altered to permit the sale of intoxicating liq- 
uors subject to legislative regulation. In the 
following year, the legislature adopted the 
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Kansas Liquor Control Act, which created the 
office of Director of Alcoholic Beverage Con- 
trol and a Board of Review. A later law 
passed in 1959 gave the Director authorization 
to prohibit, subject to approval of the Board, 
sales by distributors and retailers at prices 
less than those on the manufacturer’s list of 
suggested prices which had to be filed with 
the Director. 

This right to fix prices is successfully chal- 
lenged in this case. It is found to be uncon- 
stitutional as an invalid delegation of the po- 
lice power of the state by the legislature. The 
manufacturers determine the suggested prices, 
not the Director, and nowhere have there been 
established any standards or guide posts as to 
whether these prices. are reasonable. The leg- 
islature has provided no measure as to how 
the public welfare is being enhanced. 


6. The Texas Co. v. William Fakete; 
Texaco, Inc. v. Edward Hawks; Texaco, Inc. 
v. Donald Guest; Texaco, Inc. v. Herman 
Slaybaugh, CCH 969,976 (Pennsylvania Ct. of 
Common Pleas, Montgomery Co., July, 1960). 
[M.C.H.] 

It has been previously pointed out that in 
petroleum products markets the large com- 
mercial accounts are frequently considered the 
cream of the business which both the retailers 
and their major suppliers strive to obtain. 
This usually makes the application of fair 
trade to these retailers by the suppliers a for- 
bidden matter, for fair trade contracts with 
competitors is horizontal “price-fixing. (See 
Sinclair Refining Co. v. Blight Bros. reported 
in this section, January, 1961, and Esso Stand- 
ard Oil Company v. Secatore’s, Ine. in the 
April, 1957, issue.) 

To get around this difficulty, what could 
be more simple than to write the fair trade 
contracts so as to exclude this commercial 
account business? This was what was done in 
these cases; and when retailers were price- 
cutting in their non-commercial account busi- 
ness, Texaco was able to get an injunction 
restraining them, for its hands were clean 
even though it was the retailers’ competitor 
in the commercial account business. 


7. Elli Lilly and Company v. Sav-on- 
Drugs, Inc., et al., 81 S. Ct. 1816, May, 1961. 
[M.c.H.] 

The U. S. Supreme Court has now ruled on 
the Eli Lilly fair trade case which was re- 
ported in this section of the April and Octo- 
ber, 1960, issues. It has upheld the right of 
the New Jersey courts to deny an injunction 
against price-cutting by a non-signer retailer 
on the ground that Lilly, an Indiana corpora- 
tion, was doing business in the State of New 
Jersey but had not obtained the necessary 
certificate to do so. 

The decision is based on the acceptance of 
the idea that Lilly was engaging in intrastate 
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as well as interstate commerce. The U. S. Su- 
preme Court agreed with the trial court that 
to say that Lilly was not doing business in 
New Jersey “is to completely ignore reality.” 
This reality consisted of 18 “detailmen” work- 
ing out of a Newark office with the Company 
name on the door and promoting sales not to 
the wholesalers, Lilly’s interstate customers, 
but to the physicians, hospitals, and retailers 
who buy the products in intrastate commerce 
from the wholesalers. And sometimes these 
detailmen did directly participate in the intra- 
state sales by transmitting orders from the 
physicians, hospitals, and retailers to the New 
Jersey wholesalers. 

The minority (four justices dissented) is 
conterned with what it considers too loose a 
definition of “doing business.” They feel that 
the work of the detailmen was principally 
advertising and public relations—they were 
simply “drumming up” interstate business. 
The dissenting justices are concerned because, 
although the impact in the present case may 
be slight, it may set a precedent for states to 
act in such a way as to block the flow of inter- 
state commerce in violation of the Commerce 
Clause of the Constitution. 


IV. REGULATION OF CHANNELS 
OF DISTRIBUTION 


B. Relations Between Buyers and Sell- 
ers: Exclusive Dealing Arrangements, 
etc. 


1. S. Kriete Osborn v. Sinclair Refining 
Co., CCH 69,952 (CA-4, February, 1961). 
[M.C.H.] 

As was pointed out in this section in the 
January, 1961, issue, Osborn, a gasoline lessee- 
dealer, had been supported by the Court of 
Appeals in his efforts to recover treble dam- 
ages under the Sherman Act when he had lost 
his service station lease because he had failed 
to carry the amount of TBA (tires, batteries 
and accessories) demanded by the gasoline- 
supplier-lessor. The Court held the commerce 
involved to be not insubstantial. 

Now a petition by Sinclair for a rehearing 
is denied. Sinclair believed that not enough 
evidence had been introduced to demonstrate 
sufficient economic power to restrain commerce 
substantially in TBA. What is important to 
note here is that the Appeals Court sees the 
restraint as a per se violation. With 10 per 
cent of the gasoline stations and 10 per cent 
of the gasoline sold in Maryland being Sin- 
clair’s, the refining company obviously was of 
sufficient size to exert power. Sinclair argued 
that voluminous industry-wide economic data 
should be introduced. But the Court did not 
wish to convert tie-in cases to “rule of rea- 
son” cases, which would involve balancing 
many factors in each instance before arriving 
at a judicial conclusion. 
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sons are made with a similar study made in 

the Des Moines public schools in February, 
* 1950. Two sets of questionnaires were used; 
one completed by the students of grades five, 
seven, nine, and eleven and the other by their 
parents. The findings of the research include 
the following; young people spend more time 
with mass media than they did before TV, 
grade level has little effect on the total amount 
of attention young people give to all media, 
the devotion of the young people to the mass 
media in terms of preference for a particular 
medium: changes with age, and although fa- 
thers and mothers differ in their television 
behavior, the differences center more on pro- 
gram preferences than on the amount of time 
they spend with television. 


Changes in the Function of Radio with the 
Adoption of Television. Edwin B. Parker, 
Journal of Broadcasting, Winter, 1960-61, 
pp. 39-48. [C.H.H.] 


This article reports the results of a study 
conducted in 1959 of 604 children in the sixth 
and tenth grades in two similar Canadian com- 
munities, one of which had no television re- 
ception and one of which had television recep- 
tion on several channels. Comparisons are 
made between the two groups in regard to 
time spent listening to the radio, radio listen- 
ing related to book reading, radio listening 
related to comic book reading and “doing other 
things” while listening to radio. Among the 
author’s conclusions is the feeling that “in 
the television era radio has shifted away from 
the cluster of media which serve primarily a 
fantasy facilitation function, presumably be- 
cause television can serve that function better 
than radio.” Interesting article, psychologi- 
cally oriented. 


Responsibility for Broadcast Matter. Asbrook 
Bryant, Journal of Broadcasting, Winter, 
1960-61 pp. 3-16. [c.H.H.] 


In this article Mr. Bryant, Chief of the 
Office of Network Study of the Federal Com- 
munications Commission, presents the pattern 
of the changing of broadcasting responsibility 
as reflected by parallel developments in the 
industry and in regulation. The discussion is 
brought to the present to include the view- 
points that evolved from the 1959 and 1960 
F.C.C. hearings. Mr. Bryant’s conclusions 
should be of interest to everyone connected 
with broadcasting or advertising in broadcast 
media. 


The Evolution of Television: 1944-1948. Jour- 


nal of Broadcasting, Winter, 1960-61, pp. 
23-37 [C.H.H.] 


The editors of the Journal of Broadcasting 
have extracted significant segments from the 
Annual Reports of the Federal Communica- 
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tions Commission for the years 1944 through 
and including 1948. (The Summer, 1960, issue 
contained similar excerpts from the 1927 
through 1943 reports.) This material traces 
the evolution of television and, therefore, it 
should be of invaluable’ aid to students and 
researchers in the broadcasting and advertis- 
ing field. 


Research in Public Relations. Edward J. 
Robinson, Public Relations Journal, Janu- 
ary, 1961, pp. 19-21. [W.L.] 


Advertising has influenced public relations 
practice significantly and this same dominance 
is now being felt in public relations research. 
The greatest proportion of public relations re- 
search currently falls into the opinion-atti- 
tude area. Some tough problems in public 
relations which should be tackled are outlined. 


Advertising and Distribution. M. J. Walles, 
Cartel, January, 1961, pp. 2-7. [S.c.H.] 


Half or more of all druggists, confectioners, 
tobacconists, grocers, and hardware dealers 
surveyed by Pulse, a British polling organiza- 
tion, could recall instances in which manu- 
facturers’ advertising campaigns created 
heavy product demands. Relatively fewer re- 
tailers reported that they increased their 
stocks or displays when informed of a new 
advertising campaign, but most claimed to be 
guided: very largely by anticipated demand 
which seems to come to the same thing. 


The Golden Twig. Howard Luck Gossage, 
Harper’s Magazine, March, 1961, pp. 64- 
68. [W.J.R.] 


An advertising practitioner with sociological 
insight presents an explanation of why ad- 
vertising deals so largely in charms, spells, 
hexes, and other types of magic. A basic 
premise is that “magical stewardship in every 
age resides at the heart of the era’s chief con- 
cerns...” and that this leadership in our com- 
merce era is provided by advertising. 

Using Frazer’s classifications of magic in 
The Golden Bough as background, the author 
concentrates on “practical magic” and offers a 
number of examples. Included are applica- 
tions to the cosmetics and toiletry, insurance, 
cigarette, and petroleum industries, among 
others. One example: the advertising invoca- 
tion of “Mr. Clean” in response to the in- 
herent magic in the “nearby supernatural” as 
opposed to the “remote supernatural.” 

Moral: Might not a more rational explana- 
tion of the economic system to its people (who 
are more than just consumers) be a fitting 
service for advertisers to undertake? 


PR’s Golden Chance to Clean House. Richard 
L. Tobin, Saturday Review, March 11, 
1961, pp. 79-80. [Ww.J.R.] 
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MARKETING ARTICLES IN REVIEW 


Merger of the older American Public Rela- 
tions Association with the Public Relations 
Society of America into a 5,000-member unified 
Public Relations Society of America offers 
new opportunity to forge an important pro- 
fessional association. Retained will be the 
Silver Anvil awards competition of the APRA. 

Growing more rapidly than any other field 
in the communications area, it is “. .. in the 
field of ethics and enforcement procedures .. . 
that opportunity to serve the public appears 
to be greatest.” 


Adult Preferences in Typography: Exploring 
The Function of Design. Merald E. Wrol- 
stad, Journalism Quarterly, Spring, 1960, 
pp. 211-223. [w...] 


Typographic design affects the communica- 
tions process. This article reports the results 
of an experimental study conducted to answer 
two questions: 1) Do adults prefer “good” 
typography or “poor” typography as evaluated 
by typographic designers? 2) What are the 
effects of typography on certain variables and 
their interactions? 


Response To News Pictures: A Study In Per- 
ceptual Unity. William R. Hazard, Jour- 
nalism Quarterly, Autumn, 1960, pp. 515- 
524. [W.L.] 


This article reports on the results of three 


experiments concerned with the factors that 
influence readers’ preferences for pictures. Re- 
sults indicate that the subject matter of pic- 
tures is of great importance and that some 
rectangular shapes are more effective than 
others. 


The Relation of Empathy to Effective Com- 
munication. Kenneth Gompertz, Journal- 
ism Quarterly, Autumn, 1960, pp. 533-546. 
[W.L.] 


Empathy is a building block for, and tool of, 
effective communication. This article reviews, 
in a selective manner, the diverse literature on 
the concept of empathy and concludes that 
rigorous investigations of empathy may lead 
to principles of effective mass communication. 
A 65-item reference list is included. 


The Influence of Newspaper Tune-In Adver- 
tising on the Size of a TV Show’s Audi- 
ence. James C. Becknell Jr., Journal of 
Advertising Research, March, 1961, pp. 
23-26. [C.H.H.] 


The article reports the results of a study 
that attempted to gauge the effect of news- 
paper tune-in advertising on the audience of 
a “Show of the Month” program in April, 
1960. Three groups of randomly-selected 
cities were used; one group received no tune-in 
advertising, one group single and the other 


double advertising. The results of coinciden- 
tal telephone ratings and comparisons with 
previous average ratings indicated that the 
ads had no effect on audience size, but may 
have served to decrease audience variability. 


The Qualitative Values of Advertising Media. 
W. M. Weilbacher, Journal of Advertising 
Research, December, 1960, pp. 12-17. 
[C.H.H.] 


The author explains that a medium’s quali- 
tative value has been used to mean, first, the 
qualitative characteristics of media audience 
members; second, its editorial personality; and 
third, the total effect on audience members 
response to an advertisment because it ap- 
peared in a particular vehicle. Each of these 
definitions is in turn evaluated in terms of 
research limitations, intra- and inter-media 
comparison, and their value in media selec- 
tion. Mr. Weilbacher views the third de 
finition with the most favor and as a con- 
sequence he concludes that research “. . . must 
proceed not only from a theory of how media 
works, but also from a theory of how ad- 
vertising copy works and how these two com- 
bine to work together.” 


Differences Between Advertised and Medical 
Uses of Drugs. Arthur A. Done, Journal 
of Advertising Research, September, 1960, 
pp. 18-21. [C.H.H.] 


Mr. Done set out to test the hypothesis that 
physicians use certain drug products in ways 
other than those for. which the drugs were 
developed and advertised by the manufactur- 
ers. Ten drugs—three tranquilizers, two seda- 
tives, two antibiotics, two cardiovasculars and 
one analgesic—were arbitrarily selected for 
study. Information on the intended and ad- 
vertised usage was obtained from the manu- 
facturers. Usage information was derived 
from the National Disease and Therapeutic 
Index statistical detail cards. The results of 
the study confirm the hypothesis, although the 
differences varied among the products study. 
Among the findings and conclusions of the 
study was that the most important use claimed 
by the manufacturer for a drug was not al- 
ways its most frequent actual use. The ques- 
tion arising from this study is: Can drugs be 
advertised effectively to physicians? 


Exposure and Communication Measures of 
Outdoor Advertising in Britain. Brian D. 
Copland, Journal of Advertising Research, 
September, 1960, pp. 13-17. [c.H.H.] 


This article discusses the pros and cons of 
the two major published surveys that pertain 
to British outdoor audiences. These studies dif- 
fer in that the first, “The Size and Nature of 
the Poster Audience” by Market Information 
Services, Ltd., published in 1949, attempted to 
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gauge the communication performance through 
“remembrance value” scores; while the second 
study, “The Size and Nature of the Poster 
Audience-Study II: A New Assessment of the 
Opportunities to See Posters” by Brian D. 
Copland, published in 1955, was concerned only 
with exposure opportunity or coverage poten- 
tials. In his discussion the author relates the 
pro and con considerations to advertising in 
other media. 


Needed: New Ad-Sales Unity. Printers’ Ink, 
March 3, 1961, pp. 21-25. [J.E.M.] 


Printers’ Ink reports on the steps taken by 
the American Management Association in its 
marketing seminars to co-ordinate sales and 
advertising. A number of meaningful and 
positive suggestions to implement such a pro- 
gram are presented in the commentary. 


Can the Advertising Business Be Professional? 
Thomas Higgins, Printer’s Ink, March 31, 
1961, pp. 66-68. [J.E.M.] 


The author, a public accountant, compares 
advertising to the professional accountants’ 
definition of a profession. Advertising should 
develop a sound professional basis as it has 
a confidential client relationship. However, 
advertising is not a profession. Among the 
reasons given is “no enforcement of a standard 
of conduct.” 


Media Buyers’ Check List of Outdoor Adver- 
tising. Media/Scope, June, 1961, p. 92. 
[J.£.M.] 


This check list provides for an adequate 
consideration of outdoor advertising. Nine 
check bases are provided for an evaluation of 
the plant operator and three for the market. 


Media Buyers’ Check List of Consumer Maga- 
zines. Media/Scope, May, 1961, p. 100. 
[J.E.M.] 


Consumer magazines require extensive 
analysis before advertising space is purchased. 
This check list provides for a careful evalua- 
tion of audience-buying potential, advertiser 
acceptance, space cost, editorial, circulation 
audience, and audience-composition character- 
istics. 


A Check List for Media Plans. Media/Scope, 
1961, p. 29. [J.E.M.] 


The check list for Media Plans is presented 
by Media/Scope as a pioneering effort. It 
covers comprehensively six media-planning 
areas: marketing objectives, media summary, 
stand-by plan, media history, commentary for 
subject brands, and media specifics. The check 
list should be helpful to all marketers involved 
in reaching media decisions. 
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Pointers on Mailing Lists. Media/Scope, 
March, 1961, p. 110. [J.E.M.] 


This is a complete source of points to cover 
in developing a mailing list for direct mail 
advertising. Marketers who consider mailing 
lists as the most important ingredient for the 
successful performance of direct mail adver- 
tising will find Media/Scope’s check list of 
distinct value. 


Co-op’s Role in Media Strategy. Media/Scope, 
April, 1961, pp. 59-62. [J.E.M.] 


This article surveys the currerit state of 
co-operative advertising from the advertiser’s, 
the advertising agency’s, and the retailer’s 
viewpoint. There is a lack of both control and 
coordination with national advertising in most 
co-operative advertising plans. The conclusion 
is reached that, “. . . co-op is not at a point— 
nor is it likely to be in the near future—where 
retail and national media strategy can be 
dovetailed with any precision. There are too 
many variables—of goals, of methods, of qual- 
ity of information.” 


What Kinds of People Read Newspapers? 
William G. Bell, Media/Scope, May, 1961, 
pp. 56-58. [J.E.M.] 


Mr. Bell presents an excellent and concise 
picture of the current newspaper audience. 
Comparisons are presented of the audience 
with the United States everage. For example, 
“43 per cent of household heads have incomes 
of $6,000 and more (United States average 38 
per cent).” The reader’s education, income, 
occupation, age, and household size are 
analyzed. 


Can the Effect of Advertising on Brand Pref- 
erences Be Predicted. Richard B. Maffei, 
Journal of Retailng, Spring, 1961, pp. 17- 
24. [S.C.H.] 


Brief report of experiments in which esti- 
mates of brand loyalty were obtained shortly 
before and immediately after the start of three 
intensive advertising campaigns. The im- 
mediate changes in loyalties among purchasers 
of competitive brands provided a basis for 
predictions of the probable effects of the en- 
tire campaigns. Here the predictions seemed 
to work out rather well, after an ex-post ad- 
justment for a declining intensity of loyalty 
among the switched consumers. Incidentally, 
the campaigns seemed to affect. competitive 
standing much more than total sales, at least 
in the short run; and the most effective cam- 
paign was associated with real product im- 
provements. 


Advertising Overhead in Food Retailing. Law- 
rence X. Tarpey, Journal of Retailing, 
Winter, 1960-1961, pp. 179-181. [s.c.H.] 
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Analysis of advertising linage per store and 
sales per store for selected chain and leading 
independent food stores in seven widely scat- 
tered cities showed that the independents used 
more lines of newspaper space per store, but 
had lower sales per store and less total ad- 
vertising impact than the chains. This il- 
lustrates the economies of advertising avail- 
able to multiple store operations. 


Special Promotional Programs for Apples— 
Their Effects on Sales of Apples and Other 
Fruit. Peter L. Henderson, Sidney E. 
Brown, and James F. Hind, Marketing 
Research Report 446, Agricultural Mar- 
keting Service, U.S.D.A., January, 1961, 
31 pp. [J.K.s.] 


Controlled experiments in 72 supermarkets 
in six midwestern cities using the double 
changeover design revealed substantial in- 
creases in apple sales when the Washington 
State Apple Commission employed promotional 
themes emphasizing either the healthful qual- 
ities or varied uses of apples. The advertis- 
ing of either apple theme during four-week 
test periods did not affect apple sales in sub- 
sequent four-week periods of no promotion. 
Merchandising practices of retailers during the 
promotional treatments were also evaluated. 
Refinements in applied statistics were utilized 
in this research. 


The All-News Radio Station. Ed Salzman, 
Saturday Review, May 13, 1961, pp. 65-66. 
[W.J.R.] 


This is an analysis of the failure of KFAX 
Newsradio to succeed in the San Francisco 
market. Inability to sell the reputedly neces- 
sary 60 per cent of its support to national 
advertising accounts resulted, after seven 
months and a loss of $250,000, in changing 
the format to more conventional lines. Na- 
tional advertising support was denied because 
the station was unable to gain a rating in the 
top five in its market. Enough supporting 
material is presented to make this experiment 
an interesting case study for appropriate texts 
and classrooms in industry and education. 


Why Industrial Advertising Is Behind the 
Times. Sales Management, March 17, 1961, 
pp. 70-72, 74, 76-78, 80, 82, 84. [w-.J.R.] 


Although industrial sales represent about 
half of the $500 billion gross national product, 
industrial advertising accounts for only about 
$1 billion of the nearly $12-billion advertising 
total. A symposia of criticism uncovers many 
of the possible causes for the title question, 
even though figures are presented to show that 
industrial advertising trebled in 15 years. A 
listing of the first 40 industrial advertisers 
for 1959 is compared to respective expendi- 
tures for 1956, 
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Rating the American Newspaper—Part I. 
John Tebbel, Saturday Review, May 13, 
1961, pp. 60-62. [W.J.R.] 


Deans and full and associate professors in 
the 46 schools accredited by the American 
Council on Education for Journalism were 
sent a questionnaire to discover their opinions 
on the 119 daily newspapers in the U.S. with 
circulations of 100,000 or more. One hundred 
and twenty-five usable replies representing 
50.2 per cent of the whole group rated the 
leading dailies in the following order: New 
York Times, Christian Science Monitor, Wall 
Street Journal, St. Louis Post-Dispatch, Mil- 
waukee Journal, Washington Post, New York 
Herald Tribune, Louisville Courier-Journal, 
Chicago Tribune, Chicago Daily News, Balti- 
more Sun, Atlanta Constitution, Minneapolis 
Tribune, Kansas City Star, Los Angeles 
Times. Criteria cited most frequently included 
“complete news, comprehensive treatment,” 
“unbiased, objective treatment of news,” 
“judgment in selection of news,” “layout, 
typography, good writing, style, and accuracy.” 


16th Portfolio of Western Advertising Art. 
Western Advertising, February 20, 1961, 
148 pp. 


Advertisements winning awards at the an- 
nual exhibit sponsored by the Art Directors 
Club of Los Angeles are reproduced in this 
attractive publication. Its careful examination 
quickly dispels any belief that advertising 
creativity is concentrated only on the Eastern 
seaboard. The level of advertising - activity, 
both in quantity and quality, is rising in the 
West with the passage of every year. 


1961 Development Advertising Reports. W. 
H. Long, Volume IV, Long Advertising 
Management Publications (5347 N. Santa 
Monica Blvd., Milwaukee 17, Wisconsin), 
March 1961, 96 pp., $15.00. [F.M.] 


This is the most comprehensive list of in- 
formation about industrial and tourist travel 
promotion expenses of state development 
agencies. It gives: names and titles of officials, 
budgets broken down by major media and 
some economic data on individual states such 
as population, manufacturing employment, 
value added, and per capita income. Sub- 
seribers also receive mid-year supplements 
which bring them up to the minute. Now, 
after the passage of the depressed area bill, 
this is a particularly helpful manual. 


Sir James Steuart and the “Aspiration Effect.” 
Robert V. Eagly, Economica, February, 
1961, pp. 53-61. [W.J.R.] 


Of potential interest to advertisers is this 
review of the importance accorded to the “as- 
piration effect” defined as “. . 


. an increase 
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in the average product of labour resulting 
from an increase in the population’s level of 
aspiration for material goods.” Included are 
an outline of Steuart’s main ideas about it 
and some reasons why consideration of the 
aspiration effect largely disappeared from eco- 
nomic literature after the eighteenth century. 


Just What Is Display Design? David Maxwell, 
Sales Management, May 19, 1961, pp. 60- 
61, 63, 64, 67. [W.J.R.] 


Recoiling from descriptions of display design 
as “three-dimensional posters,” “commercial- 
ized interior decoration,” and “architecture 
with a message,” this display director differ- 
entiates among the purposes of architecture 
and display: “.. . architecture arose from 
a basic human need for shelter; display arose 
from a human need to sell by confrontation.” 
Efforts that result in memorability of design 
at the expense of sales-problem solving short- 
change the client. “Every good exhibit is a 
vehicle to get the viewer to buy on the spot 
or to leave him with a lasting and favorable 
image of the seller.” 


On the Interaction of Purchasing Motives and 
the Optimal Programming of Their Ac- 
tivation. H. Emanuel, L. H. Klaassen, 
and H. Theil, Management Science, Oc- 
tober, 1960, pp. 62-79. [W.L.] 


This technical article is concerned with the 
efficient selections of themes that will activate 
purchases when incorporated into an adver- 
tising campaign. The technique used has two 
stages: determining the effects of motives on 
purchasing behavior and considering the 
effects of expenditures on advertising on the 
number of buyers. 

Motives are defined as meaning “any class 
of response to direct or indirect questions on 
buying reasons, product or brand associations, 
attitudes whose occurrence or non- 
occurrence .-. . is believed to influence the 
number of buyers of a certain product or brand 
in the population.” Three cases are investi- 
gated, the case of two stimulating motives, 
the case of two curbing motives, and the case 
of two conflicting motives. 


Some Optimization Problems in Advertising 


Media Planning. A. M. Lee and A. J. 
Burkart, Operations Research Quarterly, 
September, 1960, pp. 113-122. [G.F.] 


Given a fixed sum of money, what is the 
best way to distribute it to maximize the effect 
of advertising? This is the familiar media 
coverage problem applied to the question of 
simultaneous use of multiple media. By assum- 
ing readership proportional to the square root 
of the space occupied, the writers are able to 
concentrate on the question of what propor- 
tion of a population will see one ad (coverage) 
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and secondly, on how to maximize the number 
of times an ad is seen (impact). Major con- 
clusion: The optimum combination of cover- 
age and impact is obtained by buying space 
in inverse proportion to the square of the 
cost per thousand for each publication. Mathe- 
matically inclined media researchers may wish 
to apply the formulas derived to their own 
data for print media. 


2. AGRICULTURAL 
MARKETING 


Combining Kinds of Retailer Promotions: Ef- 
fect on Sales of Selected Food Products. 
Nick Havas, Violet D. Grubbs, and Hugh 
M. Smith, AMS-397, Agricultural Market- 
ing Service, U.S.D.A., August, 1960, 16 
pp. [J.K.s.] 


This study of changes in sales associated 
with retailer promotion found that when news- 
paper advertising, price reduction, and special 
displays were used together to promote retail 
sales of selected food products, the gains in 
sales were greater than the sum of the gains 
associated with the three promotional methods 
used separately. 


Automatic Sizing and Packaging of Eggs. 
Evans R. Winter, Marketing Research Re- 
port No. 424, Agricultural Marketing 
Service, U.S.D.A., November, 1960, 17 pp. 
{J.K.S.] 


An illustrated engineering research report 
on equipment development to mechanize the 
egg grading and packaging operation. It ex- 
plains how existing mechanical devices for out- 
of-line flash candling, vacuum pick of multiple 
groups of eggs and low volume in-line sizing 
were integrated with electronic bloodspot de- 
tection and a unique egg positioning device to 
reduce egg grading and packaging costs. The 
report shows that the experimental equipment, 
tested under industry operating conditions, can 
reduce considerably the cost of grading and 
packaging white eggs of uniform fine quality. 


Regional Location of Production and Distribu- 
tion of Frozen Strawberries. C. C. Den- 
nis and L. L. Sammet, Giannini Mimeo- 
graphed Report No. 231, California Agri- 
cultural Experiment Station, Berkeley, 
California, June, 1960, 68 pp. [J.K.s.] 


By using cost of processing data for frozen 
strawberries (California Mimeographed No. 
210) and cost of production data from differ- 
ent producing regions (California Mimeo- 
graphed No. 217), the authors find the loca- 
tion of frozen strawberry production for the 
least total cost to the economy in 1955. They 
predict the location of production for the year 
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1970, considering changes in: Transportation 
rates, regional price differentials, technological 
change, differential increases in labor cost, 
increases in per capita consumption, and re- 
striction of regional production. 


Marketing Costs and Margins for Livestock 
and Meats. D. L. Wilson, B. S. Pence, and 
V. B. Phillips, Marketing Research Report 
No. 418, Agricultural Marketing Service, 
U.S.D.A., November, 1960, 65 pp. [J.K.s.] 


Presents data concerning costs and margins 
for livestock and meats for the period 1919-59. 
Describes trends in farm, wholesale, and retail 
prices along with the trends in margins for 
pork, U. S. Choice grade beef, and U. S. 
Choice grade lamb for the period 1949-59. 
Some of the factors that influence changes in 
prices and margins, and the agencies used, 
facilities, services, and marketing charges for 
marketing livestock, are discussed. Charts and 
tables on costs and margins and channel dia- 
grams for marketing livestock and meats are 
included. 


The Household Market for Selected Canned 
Fruits and Vegetables. Kenneth E. An- 
derson and Russell L. Hawes, Marketing 
Research Report No. 427, Agricultural 
Marketing Service, U.S.D.A., September, 
1960, pp. 33. [J.K.s.] 


This report provides growers and processors 
with information concerning seasonal changes 
in household purchases of canned fruits, 
peaches, pears, fruit cocktail; and vegetables, 
corn, snap beans, green peas; and other con- 
sumer characteristics which will assist in ex- 
panding and more effectively serving the mar- 
ket for these products. Heavy buyers accounted 
for approximately 70 per cent of total pur- 
chases of both canned fruits and vegetables 
during the year studied. In contrast, light or 
infrequent purchasers acquired less than 10 
per cent of total purchases. 


Honey Marketing. Frederick W. Bauer, Ag- 
ricultural Experiment Station Bulletin 
No. 776, Berkeley, California, December, 
1960, 71 pp. [J.K.s.] 


Summarizes honey marketing practices in 
the United States, including the honey price 
support activities of the federal government. 
A few recommendations for improvement are 
included. 


Marketing Preferences of Oklahoma Livestock 
Producers. Adlowe L. Larson and Gene 
Crosby, Bulletin B-5556, Oklahoma Agri- 
cultural Experimental Station, Stillwater, 
Oklahoma, 1960, 39 pp. [J.K.s.] 


Convenience, price factors, and management 
were most important factors affecting livestock 


producers’ preferences for markets and serv- 
ices. Producer preferences varied among size 
and type of cattle enterprises, with smaller 
producers more sensitive to attitudes of market 
personnel. Country and auction markets were 
preferred for buying, terminal and auction 
markets for selling. 


Beef Production and Distribution. Herrell 
DeGraff, University of Oklahoma Press, 
Norman, Oklahoma, 1960, 252 pp. [J.K.s.] 


The beef industry in the United States in- 
cludes production in range cattle, cow-calf, 
and feedlot systems, marketing of calves, 
feeder cattle and slaughter stock slaughter, 
and the demand for, price of, and distribution 
of beef. In the economics of this widely- 
dispersed industry, marketing is today the 
principal problem and challenge. This book 
summarizes changes over the past decade in 
patterns of marketing, processing, and mer- 
chandising beef, including changes in the cattle 
cycle; and summarizes price stabilization pro- 
posals, including marketing agreements, price 
insurance, market quotas, compensatory pay- 
ments, female slaughter, and processing taxes. 
Concludes with need for improvement in beef 
quality and its measurement, and for reduction 
in the cycle. 


3. AREA ANALYSIS 


Wholesale-Retail Trade Ratios as Indices of 


Urban Centrality. William R. Siddall, 
Economic Geography, April, 1961, pp. 124- 
132. [W.J.R.] 


After defining three types of cities (the 
specialized city of specialized activities such 
as Miami and Pittsburgh, the transportation 
city as exemplified by New Orleans, and the 
central-place city which exists to serve its 
hinterland as a collecting/distributing center 
and as a cultural, social, and administrative 
center), the author reviews existing measures 
of centrality defined as “... the degree of 
association between a city and its immediate 
hinterland.” 

Introduced are two new measures of urban 
centrality. One is obtained by comparing the 
number of wholesale trade workers to the 
number of retail trade workers in large cities. 
If the ratio of wholesale workers to retail 
workers exceeds 18.8 per cent (the U.S. 
ratio) for a city, it means that the wholesale 
workers are serving the needs of a population 
outside the city. The new quantitative measure 
attempts to measure the absolute amount of 
the “outside business” of a city by comparing 
the national average of 18.8 per cent of whole- 
sale workers to the actual number of wholesale 
workers in the city. A surplus or deficit result 
indicates the extent of centrality. Data are 
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shown for each of the 56 largest standard 
metropolitan areas. 


The “Population Explosion” in the Suburbs. 
Robert W. Smith, Jr., Public Relations 
Quarterly, March, 1961, pp. 8-9. [W.L.] 


Many small businesses have been able to 
compete successfully in their own home mar- 
kets with large companies because of good 
public relations. The population explosion in 
the suburbs, however, does not merely reflect 
a transfer from the cities. New suburbanites 
have different attitudes toward, and images 
of, local or regional operations. A change in 
the promotional focus of many small busi- 
nesses may, therefore, be necessary. 


Trends in Wholesale Trade in the Los Angeles 
Area. Wilbur McCann, Citizens National 
Bank Report, March, 1961, 4 pp. [W.s.P.] 


Including estimates for 1960, this brief but 
thorough report analyzes wholesale trade in 
Los Angeles-Orange Counties and the major 
trends from 1929 to date. Census of Business 
data are the basis. The clear dominance of the 
Los Angeles-Orange Counties area over the 
San Francisco-Oakland Counties area is 
pointed out. Copies of the pamphlet can be 
obtained from the bank’s offices in Los Angeles. 


5. CONSUMER ANALYSIS 


Theories of Consumers’ Behavior: A Cynical 
View. E. J. Mishan, Economica, Febru- 
ary, 1961, pp. 1-11. [J.L.G.] 


The theory of value as represented by Hick’s 
indifference-preference hypothesis and Sam- 
uelson’s revealed preference hypothesis forms 
an unnecessary part of the tools of economic 
analysis and should therefore be abandoned. 
These theories provide nothing which prac- 
ticing economists can apply to real world sit- 
uations. Accepting the “law of demand” on 
trust would yield predictions as valid as those 
based on the various theories of consumer’s 
behavior. 


Preference for New Products and Its Relation- 
ship to Different Measures of Conformity. 
Walter Gruen, Journal of Applied Psy- 
chology, December, 1960, pp. 361-364. 
[W.J.R.] 


A total of 114 students in an introductory 
psychology course responded to an elaborately- 
conceived series of tests designed to test for 
any inclinations in the proposition stated in 
the title. The testing was based on reactions 
to 30 slides in ten groups of three, contrasting 
careful selections of products identified as in 
the 1950-56 period, the 1957-59 period, and 
undifferentiated as to date. 
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Some 58 per cent showed no particular 
preference for either newer or older products, 
13 per cent definitely preferred newer, and 
15 per cent older products. Marketing inference 
raised is the possibility that “... the adver- 
tiser has overshot the mark by stressing too 
frequently the newness of his product as a 
sales appeal.” 


Personality Characteristics of Purchasers. Ar- 
thur Koponen, Journal of Advertising Re- 
search, September, 1960, pp. 6-12. [C.H.H.] 


The article reports on research conducted by 
Dr. Koponen in which he measured 15 psycho- 
logical needs of 8,963 persons through ad- 
ministering the Edwards Personal Preference 
Test. These needs (achievement, compliance, 
order, exhibition, dependence, aggression, etc.) 
proved to be related not only to such demo- 
graphic factors as age, income, and location 
but also to the purchases of certain products 
and brands. The author illustrates the latter 
with a comparison of the expressed needs of 
smokers and non smokers, smokers of filter 
and non-filter cigarettes, and male readers 
of three magazines. 

The results of a simple validation study of 
matched samples wherein one group was high 
on a particular need and the other group low 
is also presented. A sales promotion piece, 
written to appeal to those high on the need, 
was mailed to the two groups. The results 
of the research seem to indicate that an in- 
dividual’s psychological characteristics as 
measured by personality tests play a role in 
his response to advertising. The research done 
thus far indicates that the influence varies 
from product group to product group, and for 
some, psychological needs may be very im- 
portant. 


Quarterly Survey of Consumer Buying In- 
tentions. Federal Reserve Bulletin, March, 
1961, pp. 282-287. [G.F.] 


This article presents findings of the ninth 
Quarterly Survey of Consumer Buying Inten- 
tions. Articles covering the previous eight and 
giving a detailed description of the Survey 
appeared in the Federal Reserve Bulletin for 
September, 1960, pp. 973-1003, and for Decem- 
ber, 1960, pp. 1332-37. 

The big news in the January, 1961, Survey 
is that plans to buy autos and household goods 
shows little change from October 1960 to 
January 1961, despite a rise in the proportion 
of families reporting a decline in income. How- 
ever, in January, 1961, compared with Janu- 
ary, 1960, plans to buy washing machines and 
refrigerators were substantially lower. Prob- 
ably the tables showing plans to buy, pur- 
chases, and past and expected income changes 
will be of most interest to researchers who 
have access to quarterly reports of company 
sales records in the housing, automobile, and 
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major appliance markets. The value of these 
quarterly data to market planners should im- 
prove with experience in relating individual 
company records to the survey findings re- 
ported here. 


What Does it Cost to Open a Store? Chain 
Store Age, Grocery Executives Edition, 
March 15, 1961, pp. 12-14. [J.s.w.] 

What Does it Cost to Open a Shopping Center? 
Chain Store Age, Grocery Executives Edi- 
tion, March 15, 1961, pp. 14-15, 62. [J.s.w.] 


These twin articles contain extremely valu- 
able data on current costs of establishing two 
kinds of retail institutions. The rest of this 
issue of Chain Store Age contains a directory 
of equipment manufacturers and equipment—- 
construction specifications check lists. 


6. COSTS AND EFFICIENCY 


Power Market Fuel Rivalry to Increase. Pe- 
troleum Week, March 3, 1961, pp. 9-10. 
[G.c.s.] 


There is interchangeability of fuels for 65 
per cent of the total U.S. energy consumption, 
mostly in electric generation and industrial 
uses. This interchangeability should intensify 
competition between fuels, according to papers 
presented at the annual meeting of the Ameri- 
can Institute of Mining, Metallurgical and 
Petroleum Engineers. Lower rates of growth 
in energy consumption suggest that energy 
suppliers will try to expand sales at the ex- 
pense of competitors instead of relying on 
market growth. Government activities will 
play an important part in the prospects of 
particular fuels, however, perhaps most spec- 
tacularly in the natural gas industry, where 
low well prices are based on distressed condi- 
tions which prevailed 20 years ago. 


Cigarette Marketing during the Lung-Cancer 
Crisis. Carroll Business Bulletin, October, 
1960, pp. 127, 130. [B.c.] 


In recent years, considerable publicity has 
been given to the fact that cigarette smoking 
may be a major causal factor in cancer. Never- 
theless, cigarette sales today are at an all 
time high, and future marketing prospects 
for the industry are attractive. Manufacturers 
of cigarettes have realized, however, that they 
must cater to consumer demand for “safe” 
cigarettes, and have, therefore, diversified 
their product mix in recent years to offer a 
wide assortment of filtered or mentholated 
brands. In view of the multiplicity of brand 
offerings by the major cigarette manufac- 
turers, the Business Research Center at John 
Carroll University was interested in explor- 
ing the following question. If an individual 
brand of cigarettes were suddenly to become 


unpopular as a result of being condemned as 
a cause of lung cancer, would the manufac- 
turer of that brand be in danger of having 
his entire line of cigarettes blacklisted by the 
smoking public? To answer this question the 
Center tested people in Cleveland, Ohio on 
their ability to name the manufacturers of 
the 30 leading brands sold there. The sample 
included cigarette smokers as well as non- 
smokers. The survey was suspended after only 
a portion of the questionnaires were tabulated 
because the results were so lopsided. The find- 
ing was that most people, including smokers, 
have only the vaguest notion of who manufac- 
tures what brand of cigarettes. The Center 
concluded that a cigarette manufacturer of 
several brands would have little to fear from 
“guilt by association” in an adverse situation. 


The Influence of Consumer-Product Testing 
and Rating Organizations on the Con- 
sumer’s Buying Behavior. Hugh W. Sar- 
gent, Atlanta Economic Review, Novem- 
ber, 1960, pp. 13, 17. [B.c.] 


The article is a brief report on a subject 
about which many marketing men have prob- 
ably exhibited considerable curiosity during 
the past quarter of a century. It describes 
the results of an experimental study made by 
the author to determine the degree to which 
the magazines and buying guides published 
by the consumer-product testing organizations, 
Consumer Research and Consumers Union, 
affect the buying behavior of those households 
which refer to them for advice. Effect analysis 
was accomplished by measuring the congru- 
ence between brand purchases of the consumer 
publication adherents and the recommenda- 
tions and ratings published therein. Evidence 
was found that the published brand ratings 
do have an influence upon the buying patterns 
of those households which refer to them. Data 
disclosed that households which consult the 
magazines, but which do not subscribe to them, 
follow the recommendations about brands just 
as closely as do subscribing households. All the 
households which refer to the ratings follow 
the reports more closely for major purchases 
(durable goods) than for minor ones (non- 
durable goods). As to the extent of shopping 
activity when purchasing goods, it was found 
that households consulting the rating services 
are more “communication-oriented” than the 
other households, that is, when shopping they 
consider more different kinds of factors related 
to the product. The article also presents pro- 
file data about the readers of the magazines. 
Heads of subscribing and consulting house- 
holds had attained educational levels above 
the average for those of the nonsubscribing 
and nonconsulting households. Reading house- 
holds were found to have on the average total 
incomes higher than those of nonreading fam- 
ilies; the subscribers exceeded the consulters 
in the income bracket above $10,000 while the 
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consulters predominated in the $5,500 to 
$10,000 range. In addition, the heads of house- 
holds who refer to the reports were younger 
than those who do not. 


Theories of Consumer’s Behaviour: A Cynical 
View. E. J. Mishan, Economica, Febru- 
ary, 1961, pp. 1-11. [W.J.R.] 


Claiming that the propositions arising from 
Hick’s indifference-preference hypothesis and 
Samuelson’s revealed preference hypothesis 
have elicited interest mainly because of “... 
the fascination of the relational algebra...” 
the author finds nothing in such theorems that 
the practicing economist can apply to the com- 
plexities of the real world. Examining defi- 
ciencies in each approach, the author suggests 
that we “... begin our analysis of the demand 
side, in the theory of value, with the ‘law of 
demand.’ ” 


The Population Problem: Yesterday, Today, 
Tomorrow. Joseph J. Spengler, The South- 
ern Economic Journal, January, 1961, pp. 
194-208. [s.J.s.] 


In the past, most institutionalized popula- 
tion-policy proposals were designed to stimu- 
late population growth. In the future, however, 
the objective of such proposals will usually 
be restriction of population growth, partic- 
ularly in certain categories of the population. 
Economists, political scientists, and sociologists 
may be called upon, therefore, to innovate 
effective population-restricting policies, par- 
ticularly if growth is not sufficiently reduced 
merely by making cheap and easily-used con- 
traceptives available. 

Solutions will have to be sought also through 
removal of all direct and indirect subsidies to 
parents with more than (say) two children 
and the imposition on such parents of all 
costs, direct and indirect, of children beyond 
(say) two. 

It seems highly probable, therefore, that 
50 years from now Malthusian sentiments if 
not Malthusian methods will again be com- 
manding wide endorsement. It is even possible 
that discussions of the population problem will 
be couched in terms of a quite inclusive social 
welfare index and not, as often happens today, 
in terms of whether minimal caloric and nu- 
trient requirements can be satisfied. 


The Market for Sour Cream. Edward J. Mc- 
Grath, Marketing Research Report No. 
448, Agricultural Marketing Service, 
U.S.D.A., January, 1961, 36 pp. [J.K.s.] 


The two-thirds of the Nation’s milk handlers 
who market sour cream sold 73 million pounds 
in 1957. Sales of sour cream were 12 per cent 
above this figure in 1958, and 26 per cent 
higher in 1959. Sour cream was most popular 
among people in the Middle Atlantic States. 
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They used twice as much per person in a 
year as the average American’s consumption 
of 0.43 pound. Many factors disclosed by the 
survey point to an optimistic future for cul- 
tured sour cream. With increased promotion 
to educate the consumer as to the versatility 
of the product, the increases reported can be 
expected to continue. It can increase in all 
areas of the United States, but particularly 
in the southern area where consumption is 
exceedingly low, and where increases in the 
past few years are an even more important 
sign of good market potential. 


Motivation Research—Magic or Menace? Parts 
I and II. James F. Engel, Michigan Busi- 
ness Review, March and May issues 1961, 
pp. 28-32 and 25-28. [R.L.c.] 


Through these articles the author contrib- 
utes to a better understanding of what is 
motivation research and what are its uses. 

The question is raised if MR has as much 
to offer as business managers have been led 
to believe, why it isn’t more widely accepted 
in the business community. The author’s an- 
swer is that the practice of MR has been sub- 
stantially hindered by many misconceptions, 
the most critical of which is that MR is con- 
cerned only with psychological methods. 

The author points out that MR refers to a 
systematic approach to the determination of 
the forces giving consumer behavior its direc- 
tion and its intensity. Accordingly, it is sug- 
gested that it should not be overlooked that 
salesmen, distributors, and other members of 
the marketing team are often a potential gold 
mine of information on consumer behavior 
since they represent the front line of the 
marketing process. Moreover, frequently the 
researcher may find the necessary “reason 
why” information from analysis of internal 
company records and operations. 

It is suggested that the most exciting devel- 
opment in MR, however, is the growth of 
knowledge of mathematical programming as 
it might be applied to the analysis of motiva- 
tion. While little has presently been accom- 
plished in this area, we may, in the future, 
be able to predict human behavior with a high 
degree of accuracy under different levels of 
influence being exerted by variations in mo- 
tivational features. 


Socio-economic Correlates of Consumer Be- 
havior. John Harp, The American Jour- 
nal of Economics and Sociology, April, 
1961, pp. 265-270. [Ww.J.R.] 


Survey by systematic random sample of the 
residents of Superior, Wisconsin, as drawn 
from the city directory, developed support for 
the following hypotheses: (1) consumers who 
patronize one retail store only for grocery 
items have patronage motives classifiable 


within the meaning of enterprise differentia- 
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tion, while consumers who patronize several 
stores demonstrate less loyalty to enterprise 
differentiation motives; (2) the type of retail 
store chosen (chain, independent, neighbor- 
hood) will be related to consumer patronage 
motives; (3) rural migrants to the city will 
patronize chains less frequently, and independ- 
ents and neighborhood stores more frequently 
than urban-born residents. 

Of interest also is continuing confirmation 
that independent and neighborhood stores were 
rated higher in enterprise differentiation at- 
traction and the chains higher in price attrac- 
tion. 


7. DISTRIBUTION AND 
CHANNELS OF 
DISTRIBUTION 


Beatrice Foods: “We Believe in Brokers.” Ed- 
ward M. Muldoon, Food Business, March, 
1961, pp. 16-17, 44. [J.s.w.] 


The advantages accruing to a manufactur- 
ing firm from the use of food brokers as a 
channel of distribution are assessed by the 
General Manager, La Choy Food Products 
Division of Beatrice Foods Company. The 
writer feels “that any business doing less than 
$50 million might find it advantageous to work 
through broker representation because you 
have a superior sales force with a prede- 
termined sales cost.” 


Tactics Vary as Firms Try to Cut Warehouse 
Costs, Speed Service. The Wall Street 
Journal. May 26,1961. p. 1. [R.L.c.] 


Several examples of how firms have im- 
proved the physical distribution of their prod- 
ucts are presented in this article. Although 
they have taken different courses, the firms 
involved have all had similar goals: reduction 
of the cost of getting their goods from the 
factory to the consumer. 

By spreading its inventories closer to cus- 
tomers through the opening of nine big new 
warehouses during the last six years, Firestone 
Tire and Rubber Company estimates that it 
has saved $750,000. 

By closing six warehouses scattered around 
the country and concentrating its inventory 
of ten million books in a $2,000,000 warehouse 
in Riverside, New Jersey, Macmillan Company 
estimates it is saving $200,000 a year. 

Reference is made to the experience of other 
firms including Raytheon Company, Western 
Union Telegraph Company, and World Pub- 
lishing Company. 


Vending Machines Get Serious about Pack- 
aged Hot Food Service. John S. Lynch, 
Food Business, March, 1961, pp. 13-15. 
[J.S.w.] 
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An automatic vending machine which offers 
an assortment of hot meal entrees, including 
meat, vegetables, and potatoes, has been devel- 
oped. Meal packets will be placed in the 
machine in frozen form to be heated electron- 
ically to serving temperature in ten seconds 
when desired by the consumer. This article 
appraises the marketing implications spring- 
ing from the innovation. 


8. FINANCING 


Equipment Lease Financing. Vincent M. Jo- 
livet, University of Washington Business 
Review, February, 1961, pp. 53, 60. [B.c.] 


This article is an analysis of the pros and 
cons of equipment lease financing. Today al- 
most any piece of equipment desired can be 
leased. About half of the larger corporations 
in the nation lease some equipment which is 
supplied by manufacturers, leasing companies, 
factors or finance companies, and individuals 
acting as lease brokers. Commercial banks, 
insurance companies, and pension funds supply 
most of the money to finance the equipment. 
The straight term lease, the major method of 
financing leases, requires that over a period 
of years the rental payments will equal the 
purchase price of the equipment plus the fi- 
nancing charges. The lessee will usually pay 
for all maintenance, insurance, taxes and simi- 
lar expenses. During its basic period the 
straight term lease is either noncancellable or 
includes a “rejectable purchase option” which 
allows the lessee to cancel the lease by offer- 
ing to buy the equipment for a specified 
amount approximately equal to the remaining 
principal invested by the lessor. Excellent 
credit risks require no down payment. One 
major advantage that leasing has over financ- 
ing by means of a sales contract or by a term 
loan for the firm leasing the equipment occurs 
when a firm cannot borrow all it requires from 
banks or from the sale of debt securities. Thus, 
leasing can be employed to finance equipment 
~without impairing the firm’s borrowing capac- 
ity and permit it to “borrow” more than it 
could otherwise. 


Sources of Consumer Credit: Instalment Debt 
Among Institutional Creditors. John T. 
Croteau, The Journal of Finance, Decem- 
ber, 1960, pp. 531-545. [w.J.R.] 


This is an analysis of unpublished data col- 
lected in the Annual Survey of Consumer 
Finances in 1956 by the Survey Research Cen- 
ter under the sponsorship of the Board of 
Governors of the Federal Reserve System. 
This was the first and only time that the 
Survey attempted to find by interviews the 
sources of consumer instalment credit. 

Of the 63 per cent of all spending units 
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that reported some debt, the study focuses 
on the 45 per cent of all spending units that 
reported that they owed some debt payable 
in regular weekly or monthly instalments. 
This instalment debt is analyzed in relation 
to income groups, liquid-asset holdings, occu- 
pational groups, and the family life-cycle of 
the borrowers. Each of the factors against 
which instalment debt was analyzed showed 
that consumers preferred certain creditor 
sources excepting the family life-cycle which 
did not “...seem to be an especially pertinent 
factor in the choice of a credit source.” 


The Differential Effects of Tight Money. G. 
L. Bach and C. J. Huizenga, The Ameri- 
can Economic Review, March, 1961, pp. 
52-80. [S.c.H.] 


Analysis of differences in lending activities 
between banks that were in a relatively loose 
position for funds and those that were more 
restricted during the generally tight-money 
period 1955-57, indicates that tight money does 
not seem to induce any unfair discriminatory 
pattern in lending activities. Specifically, 
credit-worthy small businesses do not seem to 
be disadvantaged relative to the large credit 
applicants, as is often assumed. 


Downturn in Consumer Credit. Federal Re- 
serve Bulletin, April, 1961, pp. 391-402. 
[G.F.] 


Rapid changes in the structure of consumer 
financing agencies are marked by the sharp 
decline in instalment credit during January 
and February 1961 of $150 million per month 
on a seasonally-adjusted basis. At the close 
of World War II the ratio of instalment debt 
repayment to disposable personal income was 
3.4 per cent, but by 1957 it had climbed to 
around 13 per cent. Although non-instalment 
debt actually increased 4 per cent or $500 
million in 1960, it was less than one-fourth 
of total consumer credit. 

Meanwhile, revolving credit accounts have 
been substituted for charge-account and instal- 
ment credit so that at the end of 1960 depart- 
ment stores and mail order firms held an es- 
timated $1.3 billion, or about one-half of the 
total owed on deferred payment plans at these 
outlets. However, while charge account bank- 
ing plans have recently spread to finance com- 
panies, there has been a sharp drop in the 
number of banks adopting them, some banks 
having dropped them as unprofitable. 

More popular has been the extension of 
credit card accounts which totaled more than 
$400 million among service station and other 
retail agencies. Credit card accounts are gain- 
ing rapidly in use for medical, hospital, and 
utility company services. 

The statistical estimates in this report are 
particularly helpful in gaining perspective on 
shifting relationships between various credit 
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agency offerings and the volatile requirements 
of consumer demand for credit. 


10. FOREIGN MARKETING 


Comparative Advantage and Development Pol- 
icy. Hollis B. Chenery, The American 
Economic Review, March, 1961, pp. 18-51. 
[S.C.H.] 


An extensive review of the literature sug- 
gests two main schools of thought concerning 
economic development. One, the classical eco- 
nomic approach, centers around the principle 
of comparative advantage: i.e. a country 
should not produce anything it can import 
more cheaply than it can make. The growth 
theories, on the other hand, emphasize struc- 
tural balance and socio-political considerations. 
Chenery finds that comparative advantage 
principles have been used mainly by small 
countries, and particularly by those such as 
Puerto Rico and Israel that have been able 
to draw upon substantial quantities of foreign 
capital. Larger countries, in general, will try 
for some type of “balanced” growth, which 
will, of course, seriously modify our foreign 
trade opportunities in such areas. 


Trends and Development of Marketing Studies. 
C. Fabrizi, Management International, No. 
1, 1961, pp. 149-156. [Ww.J.R.] 


The idea of market research based on a 
sampling survey sparked the first serious 
Italian interest in marketing shortly after the 
end of World War II and is now increas- 
ingly accepted as a chief tool in the develop- 
ment of the Common Market. The author 
identifies mathematics, statistics, psychology, 
sociology, and economics as contributing dis- 
ciplines to this emerging “.. . science of 
synthesis. . .” 

Recent marketing works by Italian writers, 
university training in marketing, growth of 
specialized national institutes to conduct mar- 
ket research for third parties, and the increas- 
ing use of market research in business policy 
are described. 


Risk and Reward South of the Border. Dun’s 
Review and Modern Industry, pp. 33-35. 
[R.L.C. ] 


For American companies who look with in- 
terest at the dazzling prospects offered by 
Latin American growth, but who at the same 
time are discouraged by the angry headlines 
made by Cuba’s fiery Fidel Castro, this article 
suggests some considerations which may be 
reassuring. 

The experience of companies such as Corn 
Products Company, Sears, Roebuck and Com- 
pany, Deere and Company, Kaiser Industries, 
Inc., and others suggest that there is much 


| 
yi 
Bint 
| 4 
4 
| 
4 
at 
tie 
| 


MARKETING ARTICLES IN REVIEW 


to be gained by those companies who enter 
Latin American markets on a long-run basis. 


Public Relations in Europe Today. John 
Marston, Public Relations Journal, Febru- 
ary, 1961, pp. 14-15. [Ww.L.] 


Public relations in Western Europe, which 
hardly dates back before 1946 is enjoying a 
boom. This article reports impressions about 
public relations in Great Britain, France, Hol- 
land, Italy, Western Germany and Belgium 
based on personal interviews with more than 
30 leading public relations men in these 
countries. 


Marketing in Mexico. The International Ad- 
vertiser, February, 1961. pp. 7-23. [R.L.c.] 


A symposium of observations on the Mexican 
scene by some of the Mexican members of the 
International Advertising Association is pre- 
sented here in a series of articles. 

Examples of the content are suggested by 
the following titles: “New Frontiers of Mar- 
keting,” Ralph W. Johns; “Advertising and the 
Mexican People,” Raul A. Ruiz; “Marketing 
Research in Mexico,” George M. Gaither; and 
“Screen Advertising in Mexico,” Walter Ellaby. 


Speeches Made in Florence. La Pubbliciia, 
September, 1960, pp. 12-15; Accomplish- 
ments of the 6th National Advertising 
Congress. La Pubblicita, October, 1960, 
pp. 2-24; Summaries of Speeches Pre- 
sented at the 6th National Advertising 
Congress. La Pubblicita, November, 1960, 
pp. 3-5. [P.E.] 


These articles contain the summaries of 21 
speeches on the teaching of advertising, media 
control, and the relationship of marketing and 
advertising. They provide a valuable review 
of advertising problems in Italy, and are of 
interest to anyone concerned with develop- 
ments of the industry in: Europe and partic- 
ularly in Latin countries. 


What Kind of Ads Do the Selling Job to 
Businessmen in Foreign Markets? Howard 
G. Sawyer, Export Trade, February 13, 
1961, pp. 8, 9, 24-30. [0.P.A.] 


A series of Readex surveys conducted by 
McGraw-Hill’s Industria in Spanish-speaking 
countries confirms what appears to be the uni- 
versal fact that businessmen read business 
papers for information. 

The surveys also give evidence that ads 
which mention specific information enjoy a 
much better readership than those stai:ng 
generalities. A comparison between some spe- 
cific ads indicates how the self-laudatory or 
illustrated calling-card type of ad is a poor 
second to the ad describing product features 
in terms of customer benefits. 


The only differences noted by the author 
between export and domestic advertising are: 
(1) Case histories and testimonial advertising 
might be considered irrelevant unless the 
reader can be convinced that the case described 
closely approximates his own, and (2) Labor 
savings are not as important in other countries 
as in the United States, although time saving 
is. Productive capacity is important because 
many areas in the midst of industrial ex- 
pansion want to get work out fast. 

The author concludes that advertising can 
help greatly in establishing the right type 
of rapport with overseas buyers and that the 
advertiser should be more concerned with the 
similarities between U.S. and overseas think- 
ing than with the differences between them. 


Success in International Market Starts with 
Basic Attitude of Management. Stanley 
C. Allyn, Export Trade, January 9, 1961, 
pp. 8-10. [0.P.A.] 


Mr. Allyn is chairman of the board of The 
National Cash Register Company, one of the 
pioneers among American firms in the develop- 
ment of extensive international operations. 

In this article he has listed nine principles 
of overseas operations which his company has 
found effective over a long period of time. 

These principles do not apply to a single 
company. They have been followed, fully or in 
part, by many other firms and can be said to 
express a Magna Carta for successful inter- 
national business today. 


Marketing Research in Mexico. George M. 
Gaither, International Advertiser, Febru- 
ary, 1961, pp. 12-14. [0.P.A.] 


Almost any type of marketing and media 
research can be done in Mexico today, says 
the author who is general manager of Inter- 
national Research Associates, S.A. de C.V. 

There are many gaps in.the information 
which is currently available. Much time and 
effort will be saved in the development of 
Mexican data, however, because the country 
does not have to pioneer in techniques and 
because many company managers are initiat- 
ing projects from the top. 

The cost of research is often high in Mexico 
in relation to advertising budgets, and this 
can make it difficult to undertake projects. 
A single research project of modest scale can 
in some cases amount to 75 per cent of a 
company’s advertising budget in spite of the 
fact that research costs about 50-60 per cent 
of equivalent U.S. costs. 


Prepare to Advertise Extensively to Meet 
Competition in Lebanon. C. O. R. Rous- 
seau, Export Trade, February 20, 1961, 
pp. 8-10. [0.P.A.] 


The growth of the Lebanese advertising 
industry has been accelerated by strong com- 
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petition from the entire world in this free 
but limited market. 

All types of advertising facilities are avail- 
able in Lebanon, and media include news- 
papers, magazines, cinema, television, and out- 
door. Outdoor advertising is particularly im- 
portant and includes posters, board signs and 
lumitext. There is no advertising allowed on 
the radio. 

Although many agencies operate in Lebanon, 
few offer the range of services required in 
a comprehensive promotional campaign. 


New Frontiers of Marketing. Ralph W. Johns, 
Jr., The International Advertiser, Febru- 
ary, 1961, pp. 8-10. [0.P.A.] 


Marketing in Mexico today can be summed 
up in two words: radical change. This con- 
tinuing change affects not only local marketing 
activities but Mexico’s increasing trade with 
North America, Europe and Asia. 

Seven points are covered in this brief survey, 
which discusses nationalism, competition, shop- 
ping habits, market research, credit, advertis- 
ing media, and patterns of distribution. 

The author believes that Mexico offers the 
world’s most interesting field for investment 
today and reaffirms that a combination of 
foreign and local capital, administrative as- 
sistance, and credit will permit Mexico to 
continue its economic progress. 


Begin London Trade Center for U.S.-Made 
Products. Food Business, April, 1961, pp. 
21-23. [J.s.w.] 


The United States government opened its 
first permanent Trade Center in London in 
the summer of 1961. This facility will provide 
American manufacturers with a showroom for 
displaying products in their efforts to capture 
a larger share of the British market. This 
market is described as providing “a growth 
opportunity for U.S. brands,” and the claim 
is backed by statistics on British buying habits. 


11. GOVERNMENTAL 
RELATIONSHIPS TO 
MARKETING 


Do Retailers Need Tax Relief on Non-Install- 
ment Receivables? E..J. Blakely and Wil- 
liam R. Welke, Journal f Retailing, Win- 
ter, 1960-1961, pp. 189-195. [s.c.H.] 


The tax law says that retail revenue arises 
at the time of sale, rather than at the time of 
receipt of payment, except in the case of in- 
stallment transactions. This seems particularly 
inequitable and troublesome, according to the 
authors, in view of the rise in the volume of 
credit business and the consequent constant, 
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revolving investment that merchants must 
keep in accounts receivable. 


How Long Will Government Let Big Business 
Grow? Sales Management, November 10, 
1960, pp. 22-23, 82, 84, 86, 88. [W.J.R.] 


Instrumental in provoking this question is 
a 49-page document that “... was received 
with considerable interest in Washington,” and 
that has “... generated new apprehension 
in the big-business community.” This document 
is Study Paper No. 22, An Evaluation of Anti- 
trust Policy: Its Relation to Economic Growth, 
Full Employment, and Prices by Theodore J. 
Kreps (materials prepared in connection with 
the Study of Employment, Growth, and Price 
Levels for consideration by the Joint Economic 
Committee, Congress of the U.S., January 30, 
1960, U.S. Government Printing Office, 20c). 

The basic approach as advocated in this 
study is “one of restructuring power, of sub- 
stituting positive for negative action, of es- 
tablishing a national rule for national cor- 
porations.” Summarized are highlights on the 
background of the Federal charter concept, 
first advocated in 1902. An interesting table 
shows the 9 political units and 46 businesses 
that made up the “billionaire enterprises” with 
revenues exceeding one billion dollars in 1958. 


Quantity Discounts and Competition: Eco- 
nomic Rationality or Robinson-Patman. 
Victor E. Ferrall, Jr., Journal of Law and 
Economics, October, 1960, pp. 146-166. 
[S.C.H.] 


This discussion of the Robinson-Patman Act 
criticizes the failure of the courts, and Con- 
gress, to distinguish between injury to com- 
petition and injury to competitors. Ferrall also 
criticizes the special treatment of. quantity dis- 
counts in the Robinson-Patman Act, since these 
discounts are simply one form of price dis- 
crimination. Finally, he argues that the F.T.C. 
and the courts should realistically try to ap- 
praise the effects of cease and desist orders 
upon output and upon final prices, thereby 
giving some consideration to the general wel- 
fare effects of the orders. 


The Relationship Between Government and Re- 
tailing. Jerome J. Bliss, Retail Control, 
January, 1961, pp. 7-24. [S.c.H.] 


Retailers should pay increased attention to 
questions of government controls, since regu- 
lation impinges, or is likely to impinge, upon 
many aspects of retail operations. Current 
issues include: elimination of the retail ex- 
emption in the wages and hours law, credit. 
legislation, product labeling laws, F.T.C. con- 
trol of retail advertising, Robinson-Patman 
Act prohibitions against inducement of adver- 
tising allowances and of discriminatory prices, 
state use taxes, and Sunday closing ordinances. 
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12. HISTORY AND TRENDS 


Gold and Dollars Transfers in 1960. Federal 
Reserve Bulletin, March, 1961, pp. 265- 
271. [G.F.] 


Net gold and dollar transfers of $3.8 billion 
in 1960 reflected international differences in 
money market conditions and uncertainties 
about exchange rates. Private demand for gold 
subsided and purchases by foreign banks de- 
clined after the President reaffirmed the deter- 
mination of the Administration to maintain 
the integrity of the dollar. Events since mid- 
1960 have focused attention on the need to 
improve the ability of the international finan- 
cial system to withstand massive movements 
of short term capital. 

The importance of gold and dollar transfers 
to international marketing can easily be seen 
in the statistics on merchandise exports which 
expanded vigorously in the fourth quarter by 
$1.5 billion above the first quarter of 1960. 
While further expansion in exports will be 
required to cover outflows of Government and 
private long-term capital, the underlying com- 
petitive position of U.S. industries has im- 
proved. 


Credit and Money in 1960. Federal Reserve 
Bulletin, February, 1961, pp. 129-136. 
[G.F.] 


Financing in U.S. credit markets in 1960 
was estimated at $37 billion, two-fifths less 
than in 1959. U.S. interest rates declined, but 
interest rates in foreign financial markets re- 
mained higher, thus inducing the flow of U.S. 
dollars into foreign central banks which con- 
verted substantial holdings into gold through 
purchase from the United States. Declines of 
$1.7 billion in monetary gold stock took place 
largely in the second half of the year. 

Non-bank holdings of liquid assets increased 
much less in 1960 than in 1959. Consumers’ 
gross savings for example, were about the 
same in 1960 as in the preceding year, but 
more of their saving flowed directly into pur- 
chases of houses and durable goods and into 
debt repayment than in 1959. 

In retrospect, response to the gold crisis 
seems to have been intelligent and restrained 
in all sectors of the economy, thus setting 
the stage for the financial recovery chronicled 
in these pages of the Bulletin. 


13. INDUSTRIAL MARKETING 


Trends in Industrial Markets for Fats and 
Oils and Derivatives. F. J. Poats and M. 
W. Sills, address at the American Oil 
Chemists’ Society Meeting, Hotel New 
Yorker, New York, October, 1960, Parts 
I and II, 8 pp. [J.K.s.] 


Analysis of market change over the past 
20 years for fats and oils shows food use 
growing mostly with population increase. 
Shifts in industrial uses have occurred due to 
technological changes. Soaps have been largely 
replaced by synthetic detergents in all but 
hand soap and cosmetics. Use in animal feeds 
has expanded to take some of the surplus, and 
exports of fats and oils have expanded to 
absorb a good part of the remainder. 

Use of drying oils in paints and varnishes 
has declined from 1.9 to 1.2 pounds per gallon. 
Fatty acids made into modified oil esters for 
coatings are not included in these statistics, 
however. Therefore, total consumption in coat- 
ings is larger than the whole and modified 
drying oil use rates indicates. 

Fatty acids are finding new outlets through 
their chemical properties in plasticizers, lu- 
bricants, and other derivatives. Analysis and 
reporting of these new uses are a major part 
of market research now under way. In such 
uses the fats and oils compete mainly with 
petrochemical products. Chemical properties, 
competitive prices, and quality are key factors 
in obtaining acceptance and widespread use. 


Non-Woven Fabrics: Tricky but Promising. 
Petroleum Week, March 3, 1961, pp. 30- 
31. [G.c.s.] 


Although there are still technical problems 
to overcome in the manufacture of non-woven 
fabrics, many companies are experimenting 
with them. The two chief problems, rigidity 
and a tendency to delaminate, are being at- 
tacked by individual companies rather than 
industry groups, because of company security 
policies. 


Education and Success in Industrial Selling. 
V. Harley Morgan, University of Wash- 
ington Business Review, October, 1960, 
pp. 68, 75. [B.c.] 


The article reports on a study made by the 
author with the objective of examining in- 
dustrial salemen and drawing conclusions as 
to the relationship between their education, 
background, and success in selling. In conduct- 
ing the study, he hoped that at its optimum 
the finding would permit him to establish a 
criterion or measuring device by which the 
ultimate success of each industrial salesman 
could be predicted with a high degree of re- 
liability. Not surprisingly, he discovered that 
the data did not permit such clear-cut pat- 
terns of predictability. However, the study 
did disclose some interesting and valuable cor- 
relations. For example, education at the college 
level is very important for success in industrial 
selling. It is also evident that more education 
is required as the product becomes more tech- 
nical and the customer becomes better in- 
formed. Where the product is a highly tech- 
nical one, an engineering background is in 
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most cases the most desirable one. However, 
if a product requires repeat sales effort, and 
if the salesman could, without too much diffi- 
culty, be trained sufficiently on the technical 
points of the product, then a business adminis- 
tration background might be preferable. The 
survey disclosed that another valuable asset 
in becoming a successful industrial salesman 
is experience: the best salesmen average 10.5 
years in experience, while the average and 
least successful of them average 7.3 and 6.1 
years respectively. There was no clear-cut pat- 
tern discernible as to the policies of the com- 
panies queried about company training pro- 
grams for their industrial salesmen. 


Market Performance in the Synthetic Rubber 
Industry. Charles F. Phillips, The Journal 
of Industrial Economics, April, 1961, pp. 
132-150. [8.J.8.] 


Given the highly desirable performance of 
the synthetic rubber industry, there is reason 
for accepting the conclusion that Congressional 
intent has been realized. A new privately- 
owned American industry, capable of great 
technological innovation and supported by the 
financial resources of large petroleum refiners 
and tire manufacturers, now confronts foreign 
natural rubber producers. The market per- 
formance of the domestic industry discussed 
in this paper indicates that pressure upon 
natural rubber will grow even stronger in the 
next few years. 


14. MARKETING 
MANAGEMENT 


Investment in Human Capital. Theodore W. 
Schultz, The American Economic Review, 
March, 1961, pp. 1-17. [S.c.H.] 


Economists have typically shied away from 
considering investments in human education 
and health as a form of capital. Yet, as Schultz 
argues in this A.E.A. presidential address, 
long run variations in productivity may be 
more directly related to such investments than 
to any variation in industrial plant expendi- 
tures. His analysis seems relevant to both 
long-run forecasting, in suggesting that future 
increases in consumption will be associated 
with increases in our educational expenditures, 
and to economic development in the pre- 
industrialized countries, in suggesting really 
appropriate ways to make capital investments 
in such countries. 


The Planning Function in the Business Enter- 
prise. Norman F. Dufty, Journal of the 
Academy of Management, April, 1961, pp. 
51-58. [C.H.H.] 


This article essentially deals with planning 
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as a top management function. The relation- 
ships of planning and the goals or objectives 
of organizations are discussed. Routinized 
planning is distinguished from the “nonroutin- 
ized,” and the vital role of the communications 
process to top management planning is em- 
phasized. The author suggests that planning 
can be improved or facilitated by decentraliza- 
tion to shorten the communications channels, 
institutionalization of the planning function 
(establishing sub-groups that will concentrate 
on unprogrammed planning), and the recruit- 
ment of individuals with a planning outlook. 


Growth Markets of the Sixties: The Booming 
Education Market. C. T. Slote, Dun’s Re- 
view and Modern Industry, February, 
1961, pp. 32-35. [R.L.c.] 


U.S. education appears to be one of the most 
important growth markets of the Sixties ac- 
cording to this reporter. Underlying this 
growth is the new Administration’s promise 
for more support for schools, the mass move- 
ment into colleges, and reaction to advanced 
Soviet technology. 

Although the education market is an at- 
tractive one, many companies are discovering 
that demands of this market are not always 
easy to meet. For example, although such 
items as air-conditioning, teaching machines, 
and flexible construction features are unques- 
tionably indicated for the next decade, current 
sales in these areas are almost negligible and 
current developmental and missionary costs 
are high. 

Other problems include getting good dis- 
tribution, marketing information, and a high 
degree of competition. 


Trademark Selection—The Management Team 
Method. The United States Trademark 
Association 1960 Annual Program, Octo- 
ber, 1960, 91 pp. [Ww.s.P.] 


Publication in booklet form of the USTA’s 
1960 annual meeting program provides both 
an interesting account of the development of 
a trademark by a “management board” with 
the aid of a “consultant team” and a handy 
reference book for all in management who 
deal with trademarks. The program was a 
panel discussion of the creation and protec- 
tion of a trademark for the first consumer 
product to be marketed by an industrial chem- 
ical company. The panel included advertising, 
marketing, legal, ad agency, designer, public 
relations, and market research representatives. 

The insight may raise criticism of the re- 
sults of the team’s work which “creates” a 
pedestrian name by a considerable amount of 
labor. However, the main object of the panel’s 
work was not the trademark itself but rather 
an exposition of one method of finding an 
acceptable trademark in view of the problems 
surrounding its advertising and protection, 


“A 
bod 
AVh 
4 
: 


MARKETING ARTICLES IN REVIEW 


Copies of the publication may be obtained 
from the association at 6 East 45th Street, 
New York 17. 


Oil Puts the Accent on Creativity, and, How 
to Stimulate Research. Petroleum Week, 
March 17, 1961, pp. 13-14. [G.c.s.] 


The increasing employment of specialized 
professional people in oil companies is forcing 
a change in traditional line-staff relationships. 
A computer staff, for instance, may be making 
some routine decisions formerly handled by 
line personnel. Other problems discussed in- 
clude the need for professional as well as 
company recognition, an apparent need for 
frequent interaction between supervisor and 
professional, and the benefits of interdisci- 
plinary committees to consider certain prob- 
lems. 


Business Leadership. C. W. Cook, Business 
Topics, Winter, 1961, pp. 29-35. [C.H.H.] 


C. W. Cook, Executive Vice President and 
Director of General Foods Corporation, pre- 
sents several perspectives to the subject of 
business leadership. It is his contention that 
successful business leadership requires both 
the short-term and long-term view of prob- 
lems, needs, and opportunities. The courage 
and wisdom to invest in time and research 
and to assume risk are inherent in the long- 
term view. In regard to individual leadership, 
Mr. Cook indicates what he feels are the most 
important characteristics that make for leader- 
ship. Among these are the unqualified accept- 
ance of complete responsibility, ability to see 
assignments in perspective, ability to size up 
people, ability to motivate people, unflagging 
determination, and the willingness to make 
unpleasant decisions. 


Problems and Paradoxes in the Automotive 
Industry. Edward N. Cole, Business Topics, 
Winter, 1961, pp. 7-13. [C.H.H.] 


In this article Mr. Cole, Vice President 
of General Motors and General Manager of 
the Chevrolet Motor Division, discusses the 
complexity of the problems surrounding auto- 
motive product policy. Particular emphasis is 
given to the difficulties that exist due to the 
long lead time (30 to 36 months) that must 
be allowed for a product program and the 
complexity of free choice that is reflected by 
the large number of possible model-color-trim- 
accessory product combinations actually pro- 
duced. These problems serve as an introduction 
to an enumeration of the decisions involved in 
developing the Corvair, Chevrolet’s entry into 
the compact field. Mr. Cole concludes by ap- 
praising the future of the compact car. An 
interesting insight into the current “problems 
and paradoxes” of an important market- 
oriented industry. 


The Politics of a Changing Corporate Society. 
Dow Votaw, California Management Re- 
view, Spring, 1961, pp. 105-118. [w.J-R.] 


An attempt is made to understand the cor- 
poration as a political institution in order 
better to assess its total role in a society in 
which the art of statecraft has not developed 
as rapidly as science and technology. A 19th 
century hangover of corporate mythology pre- 
vents us from clearly seeing the 20th century 
corporation. Many interesting and pertinent 
observations re corporate institutionalism are 
presented as well as a compact review of the 
evolution of corporate society. 

Main guideline to the future lies in improv- 
ing the art of statecraft to the point where 
it reflects progress in technology and commerce. 


Selling vs Marketing. Dietrich L. Leonhard, 
Food Business, May, 1961, pp. 20-24. 
[J.8.W.] 


This article contains a lucid explanation of 
the marketing concept. The need for its im- 
plementation through the introduction of the 
posts of marketing manager and product man- 
ager into the organizational structure of the 
firm is stressed. The reasons for such a move 
are cogently stated. A good job description of 
the duties of these executives is given, as 
well as an excellent diagram of the relation- 
ship of the marketing management function 
to other activities. 


The Function of Management in Industry and 
Commerce. Sir Frederic Hooper, Manage- 
ment International, No. 1, 1961, pp. 17- 
23. [W.J.R.] 


Quickening interest in management is re- 
lated to four movements: (1) growth of sci- 
ence of psychology, (2) its application to in- 
dustrial problems, (3) the shifting emphasis 
from the machine to the man in the past 50 
years, and (4) increasing power of labor. The 
functions of management are (1) to ensure 
the optimum use of men, materials, and meth- 
ods, (2) to determine the future of the busi- 
ness in a rapidly changing world, and (3) to 
relate management to the welfare of the 
country as a whole. 


Growth Markets of the Sixties: The $30-Billion 
Health Market. Thomas Kenny, Dun’s Re- 
view and Modern Industry, March, 1961, 
pp. 36-38. [R.L.c.] 


Probably the fastest growing market in 
business today, according to Thomas G. Mur- 
dough of the American Hospital supply Cor- 
poration, is for hospital supplies and equip- 
ment. 

The reasons for this include the population 
boom; Americans’ growing health-conscious- 
ness; the growth in hospital insurance covering 
major medical expenses; and a significant in- 
crease in research. 
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The largest single segment of the health 
market today is made up of the nation’s seven 
thousand hospitals which will spend about ten 
million dollars in 1961 and which will employ 
50 per cent more people than the automobile 
manufacturers and oil refiners combined. 


Logical Analysis and Executive Performance. 
M. C. Branch, Journal of the Academy of 
Management, April, 1961, pp. 27-31. 
[C.H.H.] 


Dividing the functions of the executive into 
those which are operational and those which 
are analytical, it becomes apparent that the 
latter group is becoming critical as business 
and its environments become more and more 
complex. New analytical mechanisms, such as 
the tools of quantification, mathematics, sta- 
tistics, etc., may be valuable, but unless the 
executive understands the methodology em- 
ployed in distilling information, he cannot 
make intelligent decisions. Because of such 
limitations, many of the most vital decisions 
are made on the basis of subjective judgment 
and analysis. The human mind, however, has 
certain analytical limitations. These relate to 
what are described as abilities to scan, to 
correlate and to comprehend and manipulate 
abstractions. The need is great to sharpen 
those mental abilities. It is the author’s con- 
tention that “in our current fascination with 
the electronic computer, we may be neglecting 
to employ fully the capabilities of . .. the 
intelligent human mental-nervous system.” 


The Universality of American Management 
Philosophy. Richard F. Gonzalez and 
Claude McMillan, Jr., Journal of the 
Academy of Management, April, 1961, 
pp. 33-41. [C.H.H.] 


Professors Gonzalez and McMillan challenge 
the tenet of the university of management 
philosophies. Basing their argument on a 
two-year study of American management in 
South America, the authors conclude that 
there is an American approach to business 
management or a uniquely American manage- 
ment philosophy and that this philosophy is 
a special case “limited in applicability to econ- 
omies and cultures comparable to that of the 
United States.” This article should prove in- 
teresting to scholars and executives in inter- 
national business management. 


15. MARKETING 
EDUCATION 


The Problems of Business Education. Robert 
D. Calkins, The Journal of Business, 
January, 1961, pp. 1-9. [C.H.H.] 
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This presentation of the problems of busi- 
ness education essentially is a composite re- 
view of the Gordon and Howell and the 
Pierson studies. The author contends that 
neither of the reports seem to take adequately 
into account the growth of continuing edu- 
cation, the needs of administration in non- 
business organizations, and the variety of 
personnel needed. Each of these is discussed 
at length in the article. Mr. Calkins has pro- 
vided a thoughtful item for those who are 
not as familiar with the reports as they 


should be, as well as for those who have spent -. 


many hours analyzing the significance of the 
implications of the studies. 


Does Professional Education in Retailing Pay 
Off? Charles M. Edwards, Journal of 
Retailing, Winter, 1960-61, pp. 169-178. 
[8.C.H.] 


One thousand three hundred alumni of 
N.Y.U.’s graduate program in retailing were 
asked to evaluate their retail training. Ap- 
proximately one-half responded, and of these 
60 per cent felt their specialized training had 
accelerated their career progress. In general, 
specialized training was considered most valu- 
able during the five-year period immediately 
following graduation. About 40 per cent of 
the graduates were still employed in retailing, 
20 per cent were in government and educa- 
tional work (probably related to retailing), 
15 per cent were housewives, and the re- 
mainder were in other fields or unclassified 
because of inadequate information. 


MASTER’S THESES IN THE 
MARKETING FIELD COMPLETED AT 
THE FOLLOWING UNIVERSITIES 
AND COLLEGES 
July, 1959—November, 1960 


(Compiled by Robert H. Cole) 


ALABAMA, UNIVERSITY OF 

Darling, John R., Jr.; A Study of Four Se- 
lected Planned Shopping Centers in Birming- 
ham, Alabama; May, 1960. 


ARIZONA, UNIVERSITY OF 

Hopkins, David W.; An Analysis of the 
Growth of Life Insurance in Arizona; July, 
1960. 

Rigby, James W.; Retail Management in the 
Declining Trading Area of Eloy, Arizona; 
November, 1960. 


ARKANSAS, UNIVERSITY OF 

Davis, William L., Jr.; An Economic Analysis 
of the Procurement of Feed Grains by 
Northwest Arkansas Feed Manufacturers; 
1960, 
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LaFerney, Preston; Costs of Assembling Fluid 
Grade Milk in the Central Arkansas Mar- 
ket; 1960. 

Lessley, Billy V.; Opportunities for Improv- 
ing Income on Cotton Farms in Southeast 
Arkansas; 1960. 

Mah, Paul; Primer on Regional Shopping Cen- 
ters; August, 1960. 

Metcalf, Virgil A.; An Evaluation of Subjec- 
tive and Selected Objective Measures of 
Fiber Properties of Cotton and Their Re- 
lation to Its Spinning Performance; 1960. 


BOSTON UNIVERSITY 

Barry, G. F.; Technical Service as a Market- 
ing Tool for Industrial Goods; 1959. 

Bram, S. R.; An Examination of the Free 
Port/Foreign-Trade Zone Concept; 1960. 
Carlin, T. R.; More Air Force Per Dollar as 

Applied to Facility Contracts; 1959. 

Carp, J. A.; Examination of Current Prob- 
leme in the Distribution of Transistor Semi- 
Conductors; 1960. 

Dickerman, A. F.; A Study of the Transistor 
Industry; 1959. 

Dorr, R. S.; Study of the Market for Frozen 
Foods in the Boston Hospitals; 1960. 

Fakieh, O. A.; Oil Concessions Developments 
in the Persian Gulf Area; 1959. 

Gallant, F. W.; Trading Stamps—Their Posi- 
tion and Outlook in the Eastern Canadian 
Retail Food Market; 1959. 

Lutz, G. W.; A Study of the Factors Involved 
in the Question of Purchase or Rental of 
Electronic Computor Systems; 1960. 

McGovern, E. J.; Marketing in the Vacuum 
Cleaner Industry; 1959. 

Rider, A. B., Jr.; The Marketing of Textbooks 
in New England; 1960. 

Segel, G.; The Impact of Discount Retailing 
Upon the Channels of Distribution; 1960. 

Tegelaar, G. S., Jr.; Training Wholesale Small 
Electric Appliance Salesmen in the Greater 
Boston Area; 1959. 

Terzakis, J. J.; The Automobile Passenger 
Tire; A Consumer’s Dilemma; 1959. 


BRADLEY UNIVERSITY 

Davis, Maynard P.; Marketing to the Child 
Five Through Twelve; 1960. 

Dore, Thomas E.; A Smaller World Through 
Imports; 1959. 

Jamieson, Douglas E.; There Goes Retailing— 
Where?; 1959. 

Johnson, Thomas H., Jr.; Sales Promotion— 
The Key to Greater Sales; 1959. 

Lister, Herbert H.; The Compact Automobile 
—Evolution or Revolution; 1960. 

Ripka, John R.; A Milestone in Marketing— 
The Shopping Center; 1959. 

Stickel, William D.; Key to Success—National 
Brand Promotions; 1960. 

Swarz, Harry W., Jr.; The Industrial Dis- 
tributor; 1960. 


Yeager, Clarence F.; We Sell For Less—The 
Modern Catalog Wholesale House; 1960. 


CINCINNATI, UNIVERSITY OF 
Bales, John M.; Processing Customer In- 
quiries; December, 1960. 
Barrie, Douglas S.; A Study of Dentifrice 
Consumer Research; December, 1960. 
Chirtea, John; An Analysis of Hamilton 
County; December, 1960. 
Goodfellow, R.; An Evaluation of Special Pro- 
motional Programs; December, 1960. 
Haley, Gerald E.; Current Approaches and 
Trends in Industrial Market Research 
Among General Motors Parts and Acces- 
sories Divisions, Indland Manufacturing Di- 
vision; December, 1960. 
Kerr, Robert B.; Gleem Sales and Total Tooth- 
paste Movement in Twelve Food Stores; De- 
cember, 1960. 
Klingensmith, J. F.; Acceptance Sampling 
Program for Folding Cartons; December, 
1960. 
Lentz, Donald E.; A Consumer Study of 
Newspaper Advertising Effectiveness; De- 
cember, 1960. 
Mayleben, Charles R.; Conventional Construc- 
tion Financing by Savings and Loan Asso- 
ciations; December, 1960. 
Olberding, Thomas A.; Economic Growth of 
Selected Cities in the South and Southwest; 
December, 1960. 
Rudy, Raymond; An Examination of Alternate 
Grocery Trade Sales Coverage Plans; De- 
cember, 1960. 
Schappacher, Donald J.; A Study of Consumer 
Motives and Preferences When Purchasing 
Dry Cleaning; December, 1960. 
Thompson, George C.; Analysis of Spare Parts 
Sales; December, 1960. 


CLEMSON COLLEGE 
Carroll, A. B.; An Analysis of Costs in Pack- 
ing Fresh Peaches in Spartanburg, S. C.; 
September, 1960. 
Padgett, A. L.; Case Studies of Sheep Produc- 
tion in the Old Pendleton District, South 
Carolina; August, 1959. 


CORNELL UNIVERSITY 


Bartter, Lynn M.; Impact of Administered 
Apple Marketing Programs; September, 
1960. 

Brewer, Thomas A.; The Proposed Consolida- 
tion of Two Niagara Frontier Milk Market- 
ing Cooperatives Including an Analysis of 
Costs for Different Operating Situations; 
September, 1960. 

Campbell, Florence E.; Certain Selected Fac- 
tors Which Influence Attitudes and Needs 
Related to Housing; September, 1959. 

Diamond, Anthony T.; A Partial Analysis of 
the Distribution of Aluminum Mill Prod- 
ucts; September, 1959. 
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Edgerly, Arthur T.; Nationally Advertised 
White Breads—Their Introduction and Ef- 
fect on Total Bread Sales in Five Super 
Markets; June, 1960. 

Finlayson, Bliss; An Investigation of Con- 
sumer Motivation in Selection of Sweaters 
as Related to General Personal Values; Sep- 
tember, 1959. 

Fulton, Roger H.; Consumption Maintenance 
and Full Employment; June, 1960. 

Gellert, Philip D.; Costs and Returns in Mar- 
keting Eggs by Various Methods, New York, 
1957-58; February, 1960. 

German, Gene A.; Labor Utilization of a Re- 
tail Food Store; September, 1959. 

Hall, Harwood L.; Strawberry Prices; Sep- 
tember, 1959. 

Hipple, William B., Jr.; A Test of the Effect 
of Advertised Special Price Sales of Branded 
Grocery Products in Supermarkets; Septem- 
ber, 1959. 

Kalish, James A.; Social Implications of City 
Planning; June, 1960. 

Kutina, Kenneth L.; Analysis of a Hypotheti- 
cal Industrial Production and Distribution 
System; September, 1959. 

Pringle, George E.; A Study of Fluid Milk 
Marketing Costs and Prices in Puerto Rico; 
September, 1959. 

Prouty, William A.; The Effect of Shelf Space 
on Sales of Paper Products in One Super- 
market; September, 1959. 

Reid, Robert G.; Allocation of Shelf Space for 
Canned Fruits, Fruit Juices, and Vege- 
tables; February, 1960. 

Smith, John W.; Allocation of Shelf Space for 
Canned Meat and Canned Fish in Nine Re- 
tail Food Stores; September, 1960. 

Stainton, John; Mobile Homes; September, 
1959. 

Swanson, Charlotte; Interrelationships Among 
Factors Related to Satisfaction in Sweaters; 
September, 1959. 

Titus, Robert E.; Zoning for Parking: A 
Study of Its Use and Application in Solving 
Problems of the Central Business District; 
June, 1960. 

Vargas-Hernandez, Daniel; Production and 
Marketing of Grapefruit in Puerto Rico, 
1957-58 ; September, 1959. 

Wempner, John T.; Feasibility of Direct 
Handling of Selected Categories of Non- 
Food Merchandise by the Retail Food Chain; 
September, 1959. : 

Williams, Joan; Factors Influencing the Selec- 
tion of Patterns by Home Sewers; February, 
1960. 


FLORIDA, UNIVERSITY OF 

Dickinson, Raymond S.; A Study of the Pe- 
riodic Fluctutations of Total Employment 
and of Employment in Retail Trade and 
Service Industries in Florida, 1947-1956; 
August, 1960. 
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Taqueban, Teofilo A. Y.; Government Pricing 
Programs of Rice in Selected Countries; 
August, 1959. 


GEORGE WASHINGTON UNIVERSITY 

Buggie, Frederick D.; Lawful Discrimination 
in Marketing; November, 1960. 

Grub, Phillip D.; Joint Participation by the 
United States and Private Industry in 
Foreign Trade Fairs: A Method of Sales 
Promotion; Summer, 1960. 

Tahir, Abe M., Jr.; The Opportunity for In- 
creasing Primary Demand for Frozen Foods 
Through Advertising; Spring, 1960. 


IDAHO, UNIVERSITY OF 


Johnson, Wilbert A.; Measurement Problems 
in Evaluating Agricultural Producer Promo- 
tion; June, 1960. 

Summers, Larry V.; An Economic Analysis of 
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UTAH, UNIVERSITY OF 


Evans, Wayne C.; A Study of Problems of 
Public Relations and Marketing of Services 
of Physicians in Utah; 1959. 

McDougall, Dorthea J.; Public Relations Tools 
of Banks: The House Organ and Annual 
Report, a Critical Study With a Formula 
for the Successful Employment of Each; 
1960. 


WESTERN RESERVE UNIVERSITY 

Dalsheimer, Roger; Effect of Complexities of 
Product and Market on Marketing Practices; 
February, 1960. 

Peeling, Thomas A.; Marketing Practices of 
Selected Successful Small Manufacturers; 
July, 1960. 


Tarde’s Psychologie Economique: An Unknown 
Classic by a Forgotten Sociologist. Everett 
C. Hughes, The American Journal of So- 
ciology, May, 1961, pp. 553-559. [J.L.c.] 


Everett Hughes brings to the attention of 
the readers of this article a significant but 
long neglected series of lectures by Gabriel 
Tarde published in France in 1902. He feels 
that benefit can be derived from a rediscovery 
of Tarde’s lectures. Tarde defined society as 
a “web of interspiritual actions of mental 
states working upon each other.” This he 
applied to a consideration of leisure and its 
relationship to consumption. Tarde had cer- 
tain excellent insights into the impact of 
leisure upon consumption. In this respect he 
was far ahead of his times, for leisure was a 
problem of a select few in 1902. The writer 
feels that reading this collection of lectures 
is most timely, particularly since there is 
current activity in the area of economic psy- 
chology, Katona’s The Powerful Consumer, for 
example. 


16. MERCHANDISING 


The Tug-of-War in Oil Merchandising. Petro- 
leum Week, March 3, 1961, pp. 44-465. 
[G.C.s.] 


Price, operator turnover, and poor store 
image are three barriers to product diversi- 
fication at service stations. Distribution costs 
are so high when an oil company buys non- 
petroleum items for sale through its stations, 
that the operator prices himself out of the 
market or gets no profit. The large turn- 
over of operators means a big problem in 
training for petroleum products retailing 
alone, without adding training in retailing 
other lines. Motorists associate service sta- 
tions with high prices, low stocks, no trade-in, 
little solicitation, and little know-how accord- 
ing to one spokesman. Stations have been 
successful, however, in merchandising tires, 
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batteries, and some other items which could 
come under the policy of providing the simple 
services that make automobiles go. Forces 
which are contributing to the pressure to di- 
versify are: competition from other types of 
stores in auto parts, the trend towards one- 
stop shopping, and declining sales of services 
such as greasing. 


National Brands Note: Don’t Miss the “Little 
Picture.” Wayne Lee, Food Business, May, 
1961, pp. 30-31, 41. [J.s.w.] 


The president of the Distribution Research 
Division of the Market Research Corporation 
of America warns brand manufacturers of the 
dangers derived from looking only at national 
statistics. Growth opportunities in local or 
regional markets, even individual chains, are 
thereby easily overlooked. Seven revealing 
tables illustrate the value of his point of view. 


Should the Brand Maker Tailor His Products 
for Specific Marketing Areas? Roger 
Bengston, Food Business, April, 1961, pp. 
13-15. [J.S.w.] 


- The theme of this short article is that 
regional preferences for products do exist and 
that manufacturing firms must recognize the 
situation in their product planning. Green 
Giant Company (the author is its Director of 
Market Research) has been concerned with 
this problem in recent years, and research has 
found substantial variation in regional prefer- 
ences for product characteristics in such staple 
foods as canned peas, corn, and green beans. 
The need for a change in product formulation 
may be revealed by product testing. The ques- 
tion of what to do then is explored and al- 
ternatives weighed. 


Fibers Merchandising. Stores, April, 1961, pp. 
17, 19-22, 24, 26, 31. [J.s.w.] 


The twelfth in the Stores series celebrating 
the fiftieth year of the National Retail Mer- 
chants Association traces developments in the 
field of fibers. Especially interesting is the 
discussion of testing, labeling, and regulation 
of these materials during the period of time 
involved. Surely the fibers field is greatly 
changed from the year 1911. 


Story of a Package—From Idea to Market. 
Food Field Reporter, April 10, 1961, pp. 
1, 29, 32. [J.s.w.] 


Kraft Foods faced the problem of devising 
a promotional program for a well-established, 
yet unspectacular product in their line— 
MacLaren’s Imperial Cheddar Club Cheese. 
The marketing strategy which brought about 
a sales increase of 1,200 per cent, without 
compromising quality, is unfolded in this 
article. 
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After receiving top management go-ahead 
for a revitalization program, a change in 
packaging was the next step. Careful, detailed 
explanation of the packaging problems, and 
how they were solved, is given. Advertising 
and other marketing steps are then traced in 
this product-development success story. The 
story provides a good case study for the stu- 
dent of marketing. 


900-Calorie Market Records Dazzling Gain. 
Food Field Reporter, March 13, 1961, pp. 
1, 8, 19. [J.s.w.] 


The diet craze has taken many turns in the 
United States during the past few years. The 
outstanding marketing’ phenomenon in the 
lose-weight race has been the 900-calorie 
powered compounds, led by the innovator 
Metrecal. 

This interesting article traces the growth of 
the product category since Metrecal came on 
the market in October 1959. The year 1960 
saw some 100 individual products on the mar- 
ket with sales of $100 million. Test-market- 
ing, or its lack; research; distribution pat- 
terns; consumption patterns; all of these are 
assessed. Current problems of the industry 
are also evaluated. 


17. PRICING AND PRICE 
POLICIES 


Volume Discounts as Barriers to Entry and 
Access. Robert C. Brooks, Jr., The Jour- 
nal of Political Economy, February, 1961, 
pp. 63-69. [J.L.c.] 


Volume discounts are a form of quantity 
discount, the rate of discount being based on 
total quantity purchased. Such discounts can 
bar competitive firms from entry and access. 
Therefore, the market effects of these dis- 
counts may not be unlike the effects of exclu- 
sive dealing and tying agreements. Under 
certain conditions the volume discounts do 
not appear to bar entry and access. Yet, in 
other signi icant circumstances substantial bar- 
riers to entry and access are the result of 
this kind of discount. These conclusions may 
be reached by examining evidence from several 
relevant Federal Trade Commission cases. 


Employment, Growth and Price Levels: A 
Review Article. H. P. Minsky, Review of 
Economics and Statistics, February, 1961, 
pp. 1-12. [G.F.] 


This review of the Staff Report and Study 
Papers undertaken by the Joint Economic 
Committee in the fall of 1959 will require 
very concentrated reading effort for pricing 
administrators and long range planners for 


whom it has special relevance. The reward: a 
heightened appreciation of the relationship 
between public policy and the constraints 
which inflation and monetary fiscal policies 
impose on industrial pricing and capital budg- 
eting decisions. 

Themes explored in this paper include (1) 
analysis of public policy issues, (2) the ex- 
planation of the recent inflation, (3) the 
efficacy of monetary, fiscal, and debt manage- 
ment policies, and (4) the implications for 
public policy of the expectation that economic 
growth will take place. 


Responsibility and the Modern Corporation. 
Wilber G. Katz, The Journal of Law and 
Economics, October, 1960, pp. 75-85. 
[S.C.H.] 


Many writers have argued that the man- 
agers of large businesses have a major re- 
sponsibility to non-owning groups for two 
reasons: (a) the stockholders are passive and 
irresponsible and do not deserve the fruits of 
managerial skiJl, and (b) other significant 
groups in society, such as consumers, are 
without protection if management pursues 
stockholder interests only. Consequently they 
argue for a departure from profit maximiza- 
tion as a corporate goal. Professor Katz holds 
that there is no legal basis for such a depar- 
ture; and that the establishment of prices 
(for example) on any other basis than market 
considerations will induce economic disloca- 
tions and operating difficulties. 


Why Should Manufacturers Want Fair Trade? 
Lester G. Telser, Journal of Law and 
Economics, October, 1960, pp. 86-105. 
[S.C.H.] 


Telser answers the puzzling question of why 
some manufacturers advocate resale price 
maintenance without being pressured into it 
by their retailers. One reason, he concludes, 
is that some manufacturers who possess some 
degree of control over differentiated products 
use this device to obtain special sales services 
from the outlets. The other major reason 
is to avoid upsetting cartel-like conditions at 
the producer level. An analysis of the old 
light bulb case (U.S. v. G.E., 1926) is offered 
to support this conclusion. 


18. RESEARCH AND 
RESEARCH TECHNIQUES 


Advertising Without Supply Control—A Study 
of the Demand for Oranges. Marc Nerlove 
and Frederick V. Waugh, Technical Re- 
port No. 90, Institute for Mathematical 
Studies in Social Sciences (Stanford Uni- 
versity), October 27, 1960, 41 pp. [F.M.] 
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Changes in the demand for oranges during 
the 50 years 1909-1959 are explained (by 
means of an exponentially distributed lag 
equation) in terms of price of oranges, per 
capita disposable income and per capita ad- 
vertising expenditures by Sunkist Growers and 
the Florida Citrus Commission. The conclu- 
sion: in view of the high demand elasticity for 
oranges too little money is being spent on 
advertising to assure maximum returns to 
growers. All those concerned with quantita- 
tive evaluations of advertising effectiveness 
will find this study to be one of the most 
hopeful contributions. The theory as well 
as analysis of the subject is mathematically 
elegant, but practically incomprehensible to a 
down-to-earth layman. That’s a crying shame. 


Operational Research and Advertising: The- 
ories of Response. B. Benjamin, et al., 
Operational Research Quarterly, Decem- 
ber, 1960, pp. 205-218. [G.F.] 


This paper tries to use an epidemiological 
time analogy between the communication of 
ideas by advertising and the spread of an 
infectious disease to arrive at empirical “laws 
of advertising.” Perhaps not surprisingly to 
grizzled ad men, they discovered: 1) that if 
a single ad is published the cumulative total 
of coupon returns rises exponentially to its 
final value; 2) that if the same ad is inserted 
repeatedly in a given periodical, the total 
number of ads will fall exponentially to some 
steady value; and 3) if one ad in a series 
is omitted from a campaign there is a tem- 
porary dip in replies, but that response to 
the next insertion will peak, indicating that 
some of the response has simply been held 
back awaiting the appearance of the next ad. 
The authors are more sanguine about the 
value of this technique for predicting costs 
than is this reviewer. 


Psychoanalytic Contributions to an Opera- 
tional Research Study of Marketing. H. 
Holt and M. E. Salveson, Operational Re- 
search Quarterly, September, 1960, pp. 
151-161. [G.F.] 


This study reports how the dynamics of an 
executive group charged with responsibility 
for designing a marketing system moved to- 
ward fuller self-expression and more objec- 
tive evaluation of issues as members acquired 
the ability to observe their roles and to dis- 
sociate their personal needs from the objective 
issues at hand. 

Contributions made by executives in dis- 
cussions were tabulated into relative frequen- 
cies in the following categories: a new idea 
or alternative; reenforcement of an idea under 
discussion; criticism or rejection of an idea. 
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When the dominant person had been identified 
by these criteria, physical position of discus- 
sants was changed so that low prestige persons 
were relocated next to the high status con- 
sultants with the consequence that an unwise 
decision was reversed by the counsel of a 
person who had earlier played a subordinate 
role. By introducing executives to unconscious 
mechanisms and aiding them to identify cues 
and to observe each other’s emotional states, 
the authors aided the management to increase 
communication skill with respect to a variety 
of marketing system decisions. 


How Incentives and Subsamples Affect the 
Precision of Mail Surveys. Lester R. 
Frankel, Journal of Advertising Research, 
September, 1960, pp. 1-5. [C.H.H.] 


In this article cost and information compari- 
sons are made between surveys of samples of 
subscribers to Sports Illustrated made in 1956 
and in 1960. The general survey procedures 
were similar except that the incentive pro- 
grams were different—in the 1956 study no 
incentive was offered on the first mailing while 
in 1960 a twenty-five-cent incentive was of- 
fered. (In addition, in 1960 a post card was 
sent to the sample members in advance of the 
questionnaires.) Identical incentives were of- 
fered in both studies to non-respondents that 
were included in the second and third mail- 
ings. The cost of collection in 1960 was 
slightly higher than in 1956; however, the 
1960 survey produced “approximately 26 per 
cent less variance and thus 21 per cent more 
information per dollar than did the 1956 
survey.” The author uses this experience in 
the development of a formula which may be 
used as a rule in selecting the most efficient 
proportion of non-respondents to subsample in 
repeated mailings. 


Measuring Newspaper Readership by Tele- 
phone: Two Comparisons with Face-to- 
Face Interviews. Don Cahalan, Journai of 
Advertising Research, December, 1960, pp. 
1-6. [C.H.H.] 


In the two studies reported in this article 
it was found that essentially the same results 
were obtained by telephone and face-to-face 
interviews. These studies, conducted in and 
around New York City among new car owners, 
measured “yesterday” newspaper readership. 
The author points out that the results pertain 
only to rather “highly routinized and thus 
rather memorable readership of newspapers” 
and that they may not apply to the measure- 
ment of other media audiences. However, re- 
searchers recognizing the time-and-cost ad- 
vantages of the telephone may wish to test 
the method described in the article. — 
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A Factor Analysis of the Liquor Preferences 
of French Consumers. Jean Stoetzel, Jour- 
nal of Advertising Research, December, 
1960, pp. 7-11. [c.H.H.] 


The example provided in this article that 
explains consumer preference for nine liquors 
in terms of their sweetness, price, and regional 
popularity, serves to illustrate the possible 
contribution of factor analysis to the problem 
of motivation. The value of the article rests 
in the explanation of the method employed: 
collection of a body of data through a market 
survey, computation of product-movement cor- 
relation coefficients, and factor analysis using 
Thurston’s centroid method. 


Another Look at Two Instant Coffee Studies. 
Conrad R. Hill, Journal of Advertising 
Research, December, 1960, pp. 18-21. 
[C.H.H.] 


Two well-known instant coffee motivational 
research studies—Mason Haire’s shopping list 
study and the Westfall, Boyd and Campbell 
study—are critically reviewed in this article. 
It is Professor Hill’s contention that these 
studies made it easy for respondents to report 
superficial uttitudes that actually represent the 
weight of habit, not subconscious attitudes as 
implied. The author’s point seems to be that 
indirect as well as direct questions have 
limitations in consumer research because an- 
swers to both are likely to be rationalizations. 


Sales and Advertising of Lettuce. Frank Meiss- 
ner, Journal of Advertising Research, 
March, 1961, pp. 1-10. [c.H.H.] 


The measurement of the sales effectiveness 
of advertising is a difficult task because of 
the many possible variables that can affect 
demand. This article relates the method used 
to evaluate the impact of the C-7 lettuce 
advertising campaign. The method that was 
followed included a multiple regression anal- 
ysis for 22 cities to explain the city-to-city 
variation in per capita consumption of let- 
tuce in terms of 11 variables (local retail 
prices, temperature, income and the use of 
eight media). Interviews were also conducted 
among lettuce brokers, wholesalers, retailers, 
and consumers in two cities, and the findings 
were compared with the results of the statisti- 
cal analysis. Doctor Meissner believes that 
the regression method offers promise as a 
method of quantitative evaluation; especially 
in cases in which the characteristics of the 
advertising situation are similar to that of 
lettuce. 


How to Estimate Unduplicated Audiences. 
Jean-Michel Agostini, Journal of Adver- 
tising Research, March, 1961, pp. 11-14. 
[C.H.H.] 


This article presents the development of a 
simple formula which can be used to estimate 
the unduplicated audiences of three or more 
media vehicles. The only information needed 
in order to use the formula is the total audi- 
ences of the vehicles and their duplications in 
pairs. The estimates obtained through the 
formula are in most cases very close to the 
actual unduplicated audiences calculated in 
magazine studies in France (Centre d’Etude 
des Supports de Publicité) and in the United 
States (Life report, A Study of Duplication). 


Notes on Franklin B. Evans’ “Psychological 
and Objective Factors in the Prediction 
of Brand Choice.” Gary A. Steiner; 


The Relationship Among Personality Needs, 
Objective Factors, and Brand Choice: A 
Re-Examination. Charles Winick; 


Reply: “You Still Can’t Tell a Ford Owner 
from a Chevrolet Owner.” Franklin B. 
Evans, The Journal of Business, January, 
1961, pp. 57-60, 61-66, 67-73. [C.H.H.] 


This series of articles was inspired by an 
article written by Professor Evans entitled 
“Psychological and Objective Factors in the 
Prediction of Brand Choice: Ford versus 
Chevrolet” which appeared in the October, 
1959, issue of the Journal of Business. This 
earlier article challenged some of the most 
basic beliefs of motivation research. Messrs. 
Steiner and Winick attack the study on vari- 
ous grounds of sampling, methods, analysis, 
and interpretation. Professor Evans skill- 
fully answers the criticisms and maintains his 
originally stated position that you still can’t 
tell a Ford owner from a Chevrolet owner. 
Both parties to this controversy undoubtedly 
will gain support among readers of this in- 
teresting sequence of articles. 


A Statistical Analysis of Certain Institutional 
Variables in the Butter and Margarine 
Market. George W. Ladd, Agricultural Ex- 
periment Station Bulletin No. 474, Ames, 
Iowa, January, 1960, 24 pp. [J.K.8.] 


Over the past 25 years, per capita margarine 
consumption has risen by about 300 per cent 
in the United States and per capita butter 
consumption has fallen by about 50 per cent. 
Various hypotheses have been advanced to 
explain these trends: (1) Changes in consumer 
preferences; (2) the changing price ratio be- 
tween butter and margarine; and (3) the 
gradual repeal of various legal restrictions on 
the production, distribution, and consumption 
of margarine. The objectives of this study 
were: (1) To learn whether the observed 
trends in butter and margarine consumption 
were consequences, at least in part, of the 
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removal of legal restrictions on the consump- 
tion and distribution of margarine; and (2) 
to evaluate the relation between these trends 
and the otl.er hypothesized causes. 


Two Approaches to Organizational Analysis: 
A Critique and a Suggestion. Amitai Etzi- 
oni, Administrative Science Quarterly, De- 
cember, 1960, pp. 257-278. [W.L.] 


The use of two types of models, goal models 
(which are often used in marketing) and sys- 
tems models, are described and compared in 
this article. The widely-used goal model is 
criticized, and the system model is suggested as 
a superior means of perceiving and analyzing 
situations. The systems model is a more power- 
ful theoretical device and avoids certain value 
judgment. Two systems models, a survival 
model and an effectiveness model are compared. 


The Nature and Validity of Operations Re- 
search Studies, with Emphasis on Force 
Composition. Walter J. Strauss, Opera- 
tions Research, September-October, 1960. 
pp. 675-693. [w.L.] 


Those interested in marketing research and 
research methodology should find this paper 
stimulating. While the author is mainly con- 
cerned with OR problems as related to the 
nation’s defense, the comments made hold for 
OR in general. The essay examines the mean- 
ing of quantitative answers yielded by OR 
studies, the role of assumptions and models, 
the reasons for variable results, and standards 
for ascertaining the quality of completed re- 
search. The epistemology of OR is compared 
with mathematics and the physical sciences. 


Pinpointing Promising Export Markets. Frank 
Meissner, Rivista Internationale di Sci- 
enze Economiche e Commerciali, January, 
1961, pp. 40-46. [F.M.] 


In an effort to counteract the adverse bal- 
ance of trade, many U. S. industries are ex- 
ploring the possibility of expanding their ex- 
port business. The search for foreign markets 
makes it desirable to have criteria that could 
be used in evaluating the promise of individual 
countries either to become importers of finished 
U. S. goods, or to welcome and utilize effec- 
tively U. S. capital and know-how in develop- 
ing their own industries. This article shows 
how regression analysis can be used in a 
preliminary sorting of countries into promis- 
ing and less promising prospects. Pulp and 
paper is used as an illustration. 


Market for Soft Drinks. Library Report, Re- 
search Department, Curtis Publishing 
Company, February 3, 1961, 16 pp. 
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Market for Flatware. Library Report, Research 
Department, Curtis Publishing Company, 
February 20, 1961, 27 pp. [W.s.P.] 


Responding to requests for a summary of the 
published information on various markets, the 
Research Department Library prepares these 
summaries. They are available, free, from 
the Librarian, Curtis Publishing Company, 
Philadelphia 5, Pennsylvania. 

In the report on soft drinks, data gathered 
cover among other items the history, produc- 
tion, sales expenditures, outlets, and trends 
in the industry. The one on flatware includes 
shipments, manufacturers, consumer attitudes 
and characteristics, and the outlook. These 
timesaving roundups by obviously professional 
library researchers should be of considerable 
value to researchers. 


New Product Profile Chart. John S. Harris, 
Chemical and Engineering News, April 
17, 1961, pp. 110-118. [J.K.M.] 


The author presents a detailed description 
of a method, developed by him and others at 
Monsanto Chemical Co., for the appraisal of 
new product ideas. This analysis consists of 
a weighted, visual comparison of all the facts 
in product development which can guide man- 
agement toward the best decisions on com- 
mercializing new products. 

In addition, such a careful analysis of the 
key characteristics of any product is helpful 
in choosing for development those chemicals 
with the strongest commercial possibilities and 
those which show the greatest potential profit 
for the company. 

According to the author, the profile chart, 
to be most effective, should call attention to 
outstanding features without bothering with 
details. The basic problem, then, is to arrive 
at the smallest number of criteria that will 
include all aspects of importance to successful 
commercialization. 

The new product profile chart evolved at 
Monsanto includes 26 factors but this number 
will be variable depending on the product 
characteristics and the company objectives. 
In general, however, such a chart ‘should con- 
sider such factors as financial aspects, produc- 
tion and engineering, research and develop- 
ment, and marketing requirements. 


Customer Behavior as a Markov Process. 
Jerome D. Herniter and John F. Magee, 
Operations Research, January-February, 
1961, pp. 105-122. [w.1.] 


This is an excellent treatment of the use 
of the simple Markov process to study market- 
ing behavior. It develops the concept of cus- 
tomer behavior as a Markov process and de- 
velops some of the implications of the model 
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for marketing planning and strategy.  II- 
lustrations of the application of the model to 
particular marketing problems are given and 
some of the limitations are discussed. 


How Editors Use Research on the Minneapolis 
Dailies. Sidney S. Goldfish, Journalism 
Quarterly, Summer, 1960, pp. 365-372. 
[W.L.] 


Since 1944 The Minneapolis Star and Trib- 
une have pioneered in utilizing a newspaper 
research program. The research director re- 
ports on the contributions of research to his 
papers. 


On the Nature of Marketing Margins. Dana 
G. Dalrymple, Agriculture Economics 
Bulletin 824, Michigan State University, 
April, 1961. [F.M.] 


This report focuses on the examination of 
the theoretical structure of marketing margins 
and their relationships to the elasticity of 
demand. It synthesizes the presently avail- 
able evidence and provides several fascinating 
proofs and hypotheses. In short, here is an 
important step needed by marketing people in 
their development of useful generalizations 
and concepts. 


Price Variations Among Home-Remodeling 
Contractors. Allen F. Jung, The Journal 
of Business, January, 1961, pp. 52-56. 
(C.H.H.] 


Investigator Jung moves away from his 
automotive price studies to examine pricing 
in the home-remodeling field. The article re- 
ports on a study of prices on a particular 
home-remodeling job in Chicago. Contractors 
submitted bids, some written, some oral, from 
an architect’s plans and specifications. Re- 
modeling specialists quoted higher prices than 
general contractors and carpenter contractors. 
The lowest bids were those of carpenter con- 
tractors. The study seems to suggest that it 
pays to shop and that the economic law that 
specialization leads to savings does not appear 
to hold true in the home-remodeling field in 
Chicago. 


A Switch-Over Experimental Design to Meas- 
ure Advertising Effect. Raymond J. Jessen, 
Journal of Advertising Research, March, 
1961, pp. 15-22. [C.H.H.] 


A presentation of a method for determining 
the sales response to varying advertising out- 
lays for a very simple case is offered in this 
article. The author hopes that the method 
“can be extended to more complex and there- 
fore more realistic cases once the underlying 
principles are thoroughly understood.” One 


of the features of the presentation is that the 
delayed effects of advertising are taken into 
account while measuring the sales response 
to the current advertising expenditures. 


On Some Measures of Food Marketing Serv- 
ices. George W. Ladd, Journal of Ameri- 
can Statistical Association, March, 1961, 
pp. 65-69, 293. [J.K.s.] 


The article discusses conceptual inadequacy 
of various measures of marketing services used 
by other agricultural economists for estimating 
income and price elasticities of demand for 
all food marketing services. It suggests that 
use of these measures can result in biased 
estimates. Formulas are suggested for con- 
structing a Laspeyre’s index of service prices 
and a Paasche index of quality of services. 


A Conceptual Framework and Some Empirical 
Data Regarding Comparisons of Social 
Rewards. Martin Patchen, Sociometry, 
June, 1961, pp. 136-155. [G.F.] 


People’s aspirations, satisfactions, and self- 
evaluations are determined by their standing 
relative to specific persons with whom they 
compare. This paper uses cognition of con- 
sonant and dissonant wage comparisons to test 
the hypothesis that individuals’ satisfactions 
will be a function of both objective and per- 
ceived dissonance of the comparisons, rather 
than of the objective difference in earnings 
alone. 

By substituting social rewards such as con- 
sumer expenditures for wage comparisons in 
Patchen’s empirical formula, marketing stu- 
dents could test similar hypotheses relating to 
satisfactions produced by marketing activities 
among people in different age, income, and 
other socio-economic categories. 


The Effectiveness of Supportive and Refuta- 
tional Defenses in Immunizing and Re- 
storing Beliefs Against Persuasion. Wil- 
liam McGuire, Sociometry, June, 1961, 
pp. 184-197. [G.F.] 


As a consequence of the tendency to defend 
beliefs by avoiding exposure to counter argu- 
ments rather than by developing positive sup- 
ports, individuals tend to remain highly con- 
fident about their views, but also highly 
vulnerable to strong counter arguments when 
forced exposure to them occurs. The re- 
search described employed four types of ex- 
perimental treatment to test this theory among 
a student population: 1) arguments in support 
of the belief, 2) arguments against the be- 
lief, 3) supportive-then-refutational, 4) ref- 
utational-then-supportive. The supportive 
only defense proved most effective in direct 
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strengthening prior to attack, but least effec- 
tive in conferring resistance to idea change. 

While this research concerns only forced 
exposure to an authoritative-sounding message, 
its pertinence for marketing and advertising 
can be appreciated under conditions when the 
advertiser or communication medium provides 
the audience with the only available informa- 
tion about a product or service. 


Direct Factor Analysis in Sociometry. Benja- 
min Wright and Mary Sue Evitts, Soci- 
ometry, March, 1961, pp. 82-98. [G.F.] 


This paper describes the use of a Q-tech- 
nique sociometric question and a principal- 
component direct factor analysis summarizing 
system to facilitate the study of group social 
structure in an orderly, objective, and yet 
convenient fashion. 


The Observable Unconscious and the Inferable 
Conscious in Current Soviet Psychophysi- 
ology: Interoceptive Conditioning, Seman- 
tie Conditioning, and the Orienting Re- 
flex. G. Razran, Psychological Review, 
March, 1961, pp. 81-147. [G.F.] 


Three hundred recent Russian experiments 
contribute toward making the unconscious 
observable instead of inferable and the con- 
scious inferable whether it is or is not ob- 
servable. Interoceptive conditioning experi- 
ments (when either the conditioned or the 
unconditioned stimulus or both are delivered 
directly to the mucosa of some specific viscus) , 
semantic conditioning studies (conditioning of 
a reflex to a word or sentence meaning) and 
studies in the orienting reflex (sound, light 
and temperature stimuli) are cited to indi- 
cate how Soviet psychophysiology differs from 
its American counterpart, and in many re- 
spects is ahead, particularly in the neurology 
and pharmacology of conditioning. 

The implications of the Russian research 
report here could easily modify the whole 
course of motivation research in advertising 
and marketing if a task force with sufficient 
skill and funds were to be organized. 


Automobile Facts and Figures, 1961. Auto- 
mobile Manufacturers Association, Inc., 
March, 1961, 73 pp. [W.s.P.] 


Each year the Association makes available 
this extensive analysis of motor vehicle data, 
covering the widest possible range of related 
statistics. In many cases, the figures are 
given for at least several preceding years to 
provide ready comparison. 

Single copies of this indispensable booklet 
are free on request to the Association, 320 
New Center Building, Detroit 2, Michigan. 


October, 1961 


19. RETAILING 


Planned Shopping Centers. Frank Meissner, 
Cartel, January, 1961, pp. 15-26. [s.c.H.] 


A general review of the growth of planned 
shopping centers, which are credited with 
estimated 1960 sales of $45 billion, or about 
20 per cent of the U. S. total. The problems 
of organizing centers and obtaining the proper 
tenant-mix are discussed in some detail. 


Changes in Food Retailing—Causes, Effects. 
D. B. DeLoach, Bulletin 619, Washington 
Agricultural Experiment Station, Pull- 
man, Washington, October, 1960, 43 pp. 
[J.K.s.] 


This report represents one phase of an 
extensive study of procurement policies and 
practices of large scale food retailers. This 
phase is concerned with the forces that have 
induced change in the American system of 
retailing groceries; the effects of such changes 
on organization and performance at the retail 
level; and the resulting impact on suppliers, 
market organization, and consumers. 


The Retailing Mix: Planning and Manage- 
ment. William Lazer and Eugene J. 
Kelley, Journal of Retailing, Spring, 1961, 
pp. 34-41. [S.c.H.] 


The authors recommend a systems approach 
to the problems of retail management, in which 
planning activities (including analysis, pre- 
diction, and evaluation) are directed to pro- 
gramming and adjusting the retail mix so as 
to achieve company objectives. The retail mix 
is divided into three components: a goods- 
and-service mix, a communications mix, and a 
distribution mix, consumer satisfaction being 
obtained through optimal sub-mix blending. 


Marketing in the Soviet Union—A Visitor’s 
Impression. Robert J. Holloway, Journal 
of Retailing, Spring, 1961, pp. 25-33. 
[s.c.H.] 


Soviet marketing is contrasted here with two 
free enterprise systems: the United States 
(characterized by a high living standard) and 
the Philippines (an emerging economy). The 
channels of distribution are not too different 
in the three economies, although the Soviets 
have far fewer and less attractive stores in 
proportion to the population than is the case 
here. Prices are considerably higher in Rus- 
sia. But the major differences are the absence 
of selling effort in the Soviet and the rigid 
controls that make cost-reduction the major 
test of retail managerial performance. 
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MARKETING ARTICLES IN REVIEW 


A Simplified Capital Budgeting Approach to 
Merchandise Management. Richard H. 
Holton, California Management Review, 
Spring, 1961, pp. 82-104. [w.J.R.] 


Support is given to the capital budgeting 
approach as a better means of maximizing 
profit in retail stores than the traditional 
methods of gross margin percentages, etc. 
Expressed as an annual percentage return 
on the departmental inventory or merchandise- 
line investment, this single measure reflects 
all of the usual performance criteria excepting 
floor area. It focuses attention upon the 
marginal or incremental returns as most other 
measures do not. Use of the technique is 
illustrated with a student book store case 
after which some general implications are 
noted. 

A mathematical appendix by Saul H. Hy- 
mans investigates whether a short-run optimiz- 
ing solution can be determined in budgeting 
both capital and space among departments. 
He sets up a condition in which the optimum 
occurs “. . . when all departments are at the 
point of equal marginal contribution (to over- 
head and profits) per unit of floor space, and 
simultaneously all departments are at the 
point of equal marginal contribution per unit 
of inventory investment.” 


How Tray-Pack Made Our Grocery Clerks 
More Productive. Glenn Snyder, Progres- 
sive Grocer, March, 1961, pp. 36-45. 
[J.S.w.] 


Rising operational costs plague the super- 
market field. Once a low-cost institution, the 
supermarket has seen operating ratios creep 
upward over the years. Thus, ways of lower- 
ing costs are constantly being sought by alert 
management in order to strengthen the com- 
petitive advantage of the individual firm. 

This article describes one such effort, namely 
the adoption of the tray-pack method by 
Jewel Food Stores. Essentially the method 
involves the processing of shelf merchandise 
in the backroom, thereby speeding up the 
stocking of shelves in the store’s selling area. 
Description of the procedures used is detailed 
and enhanced by excellent illustrations. : 


Tax Planning for Merchandisers. Paul Farber, 
Retail Control, February, 1961, pp. 12-81. 
[S.C.H.] 


Thg author reviews a number of retail tax 
problems, too many to be summarized here, 
with especial reference to problems of install- 
ment and credit selling and to questions of 
inventory valuation. More significant perhaps 
for the general reader is his conclusion that 
in many cases LIFO valuation methods have 
failed to reduce tax liabilities for their users. 


Space Planning in Department Stores—An 
Exploratory Approach. Jack S. Wolf, 
Journal of Retailing, Winter, 1960-1961, 
pp. 182-188. [S.c.H.] 


Correlation analysis of departmental con- 
tribution to total store overhead (a common 
measure of departmental profitability) for 
costume jewelry and men’s furnishings de- 
partments in 116 and 107 stores, respectively, 
indicated that about 50 per cent of the varia- 
tion in contribution was associated with varia- 
tions in square footage for the furnishings 
departments and about 40 per cent in the 
jewelry departments. Sales promotion ex- 
penditure variations “explained” about 20 per 
cent of the furnishing’s contribution varia- 
tion and about one-third of the jewelry varia- 
tion. The author suggests a number of limi- 
tations to his analysis, but also indicates how 
it might be used as a start towards more 
scientific space planning. 


Small Shopping Centers. Urban Land, Janu- 
ary, 1961, pp. 3-10. [W.J.R.] 


This is a symposium of four articles about 
the smaller shopping center based on the fall 
1960 meeting of the Community Builders 
Council in Fort Lauderdale. The problems and 
opportunities of neighborhood shopping centers 
are related through experiences recounted 
covering five case histories. 

Arthur M. King in “Economics for Small 
Shopping Centers” discusses the Ruskin 
Heights Shopping Center outside of Kansas 
City. In “How a Neighborhood Center Grew 
into a Community Center,” Greenlaw Grupe 
compares a 150,000 square foot shopping cen- 
ter to a “baby” center of 14,500 square feet, 
both successful. Paul D. Ambrose in “Invest- 
ment Opportunities in Small Centers” discuss- 
es the problems in lining up small tenants and 
the financing of “North Broadway Shops” in 
Boulder, Colorado. An enclosed air-condi- 
tioned mall-type plan for the Market Center in 
Pasadena, Texas is described by Car] Detering 
in “An Innovation in Design for Small Shop- 
ping Centers.” 


How Department Heads Spend Their In-Store 
Time. Robert M. Strahl, Journal of Re- 
tailing, Winter, 1960-1961, pp. 207-216. 
[S.c.H.] 


Time and duty analysis of the in-store work 
of department managers in a midwestern de- 
partment store indicated that about half of 
their time was devoted to selling and sales 
related duties. About one-tenth of their eight- 
hour day was spent on stockkeeping, and about 
one-eighth in buying work. The remainder 
of the time was devoted to conferences, records 
analysis, and to idle and personal time 
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(slightly over one hour falling in the latter 
category). Successful managers and mana- 
gers of large departments (two overlapping 
categories) spent substantially more time than 
the other managers on supervisory and ana- 
lytical work. 


Facts in Grocery Distribution. Progressive 
Grocer, April, 1961, pp. F1-F24. [J.s.w.] 


For the twenty-eighth year Progressive 
Grocer surveys the field of food retailing, and 
for the fourth year the job is done for grocery 
wholesaling. The recession of 1960 did not 
seriously hurt grocery sales, for they reached 
an all-time high of $52.6 billion. This figure 
represents an increase of 4.5% over 1959. This 
survey is an indispensable source of data in 
the food distribution area. 


Front Line Executive. Jerry Rosen, Chain 
Store Age, Grocery Executives Edition, 
April, 1961, pp. 83-90. [J.s.w.] 


This article is an interesting answer to the 
McMurry Pilot Study done for Super Market 
Institute. The goal of the McMurry study was 
to determine the exact nature of the super- 
market manager’s job. The manager was 
described as a “hard-working individual” who 
carries out “established policies and proced- 
ures.” He is not a “policy-making executive.” 

These findings are causing some controversy 
in the supermarket field. This article de- 
scribes the executive functions of one manager 
employed by the Food Fair Chain. He is 
billed as a “Front Line Executive.” Certainly 
the issue of what the store manager’s role is 
has deep implications for the industry, partic- 
ularly in the areas of recruitment, selection 
and training of personnel. Many pictures of 
the manager at work accompany the descrip- 
tion of his daily work. 


Supers Enter Discounting. Super Market Mer- 
chandising, March, 1961, Section I, pp. 
36-53, 57. [J.s.W.] 


Case examples of the employment of the 
discount merchandising principle by a num- 
ber of supermarkets are cited. Operators re- 
late why they moved into discounting, the 
problems encountered, and the success ex- 
perienced. 


A New Dimension: Economic and Marketing 
Geography. William Applebaum and Saul 
Cohen. Food Topics, March, 1961, pp. 6-8, 
10, 12, 14-16. [J.s.w.] 


Marketing geography is defined as “the 
science of area differentiation as applied to 
the merchandising industry.” Two leaders 
in this field describe recent work done by 
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them for chains and wholesaler groups. 
Through the analysis of trading areas and how 
they are affected by changing competitive 
factors, the merits of store sites are evaluated. 
The procedures described are apparently use- 
ful in solving the important problem of select- 
ing store locations. 


Commissary Market Laden With Problems. 
Food Field Reporter, March 27, 1961, pp. 
1, 8, 11, 16. [J.s.w.] 


A little-known retailing institution—the 
Armed Forces Commissary—is carefully scru- 
tinized in this marketing report. The four 
branches of the Armed Services operate 454 
commissary stores. More than one-half (259) 
are located in the Continental United States 
with estimated sales volumes totaling $400 
million annually. Overseas outlets account for 
nearly $250 million more. 

The article includes a comparison of com- 
missary prices with those charged by com- 
peting retail outlets in neighboring cities. 
Methods of operation are examined, and the 
problems faced by suppliers serving this 
market are aired. A list of the commissaries 
located in the United States with their re- 
spective sales volumes is included. 


Are Government Commissaries Draining Su- 
permarket Dollars? Food Topics, April, 
1961, pp. 6-8, 10, 12-17. [J.s.w.] 


Brought together by the editors of Food 
Topics are several articles dealing with 
Armed Forces Commissaries. For example, 
their impact on local retailers is assessed. An 
interesting “fact sheet” describing how com- 
missaries operate is included. Some interest- 
ing findings are that national brands are 
sold exclusively, hours are short, and facili- 
ties are converted from laundries and class- 
rooms. One Congressman expresses his opin- 
ion that stateside commissaries should be 
discontinued. 


A Trend: Food-Discounter under One Roof. 
Chain Store Age, Grocery Executives Edi- 
tion, April, 1961, pp. 36-37, 42-43. [J.s.w.] 


Another article citing case examples of 
discoun’; operations by supermarkets. Espe- 
cially useful are the floor layout drawings 
which accompany the article. 


Non-Food Buyers’ Guide. Super Market Mer- 
chandising, March, 1961, Section II, 90 
pp. [J.s.w.] 


Although this issue of Super Market Mer- 
chandising is primarily a catalog of manu- 
facturers and their nonfood products, it does 
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MARKETING ARTICLES IN REVIEW 


contain several worthwhile, albeit short, ar- 
ticles on the sale of general merchandise in 
food stores. These articles include facts about 
the progress of the nonfood sales innovation, 
selection and training of personnel for the 
general merchandise departments, sources of 
supply, and hints on the display, stocking, and 
promotion of such merchandise. 


Operating Results of Food Chains. Wilbur B. 
Englund, Harvard Business School Bul- 
letin No. 158, November, 1960, 44 pp. 
[F.M.] 


This is the fifth in the Harvard series of 
surveys on margins, expenses, and profits. 
Data from 23 food chains are now available 
for all five years. They indicate that the 
gross margin has been steadily increasing 
from 18.2 per cent in 1955 to 21.2 per cent 
in 1959; and it looks as though we are going 
to break the 22 per cent barrier in 1961. Is 
it any wonder that food discounters, operat- 
ing on a slim margin of 17 per cent or so, 
are popping up all around the country? 


20. SALES MANAGEMENT 
AND SELLING 


The Pitchman. Long John Nebel, Harper’s 
Magazine, May, 1961, pp. 50-54. [w.J.R.] 


The crowd “bellies” in. “Word by word, 
confidence by confidence, the master medicine 
man built his pitch.” Nostalgic erotica of 
the supersalesmen of the late nineteenth and 
early twentieth centuries as related by one 
who crossed the country many times with 
one of the last medicine shows. Anecdotes 
range from Dr. Friendly’s activities to a 
detailing of the “smut pitch” used when the 
pitchman is dead broke. The “high pitch” 
and the “low pitch,” and otl.er variations are 
described. The author, presently a radio and 
television performer, claims that we receive 
“the same old magic” today via the air waves. 
After the entertainment (and before), the 
announcer or “medicine man” appears to tell 
you about the acid in your stomach, your 
unhappy blood, etc., and pushes special offers 
and the giant economy size. 


Organized Hopscotch for Effective Sales Con- 
trol. Sales Management, May 5, 1961, pp. 
60-62. [W.J.R.] 


Of interest in this description of sales 
management in the James Manufacturing 
Company (farm equipment) is the idea of 
having salesmen begin each week’s work at 
that week’s most distant calling point and 
working back to home by Friday. 
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The Use of the Product Profit and Loss Budget 
for Marginal Sales Decisions. H. K. Van- 
camp, N. A. A. Bulletin, November, 1960, 
pp. 5-16. [S.J.s.] 


In order to accomplish profit maximization, 
accounting must furnish management with 
information on which decisions can be made 
regarding marginal sales. This goal can be 
accomplished by the establishment of a budg- 
eted product profit and loss. From the budg- 
eted product profit and loss the necessary 
information can be taken to solve the prob- 
lems arising in the handling of these sales. 

Management may be considering either the 
adding of a new product or the discontinu- 
ance of an old product; for this type of 
decision, management must have good cost of 
distribution information as well as factory 
costs. It is the duty of the accountant to 
develop such information so that it is avail- 
able when the need arises. 


How Vanderbilt Tire Avoids the Selling Ruts. 
Sales Management, January 20, 1961, pp. 
71-72, 74, 76. [W.J.R.] 


Innovations: (1) co-operative arrangements 
with supermarkets (Food Fair Stores), de- 
partment stores (Macy’s stores) in which 
women can buy tires and have replacement 
work done while shopping; (2) selling $5 
million of tires to 14,000 fleet accounts via 
a $400,000 annual telephone bill. 


The Use of Psychological Tests in Selecting 
Salesmen in the South. Carrol W. Ehlers, 
Atlanta Economic Review, January, 1961, 
pp. 3, 7. [B.c.] 


Sales managers interested in keeping up 
to date with the new professional tools avail- 
able in their field probably wonder at times 
what types of firms employ psychological tests 
to select salesmen, how these tests are ad- 
ministered, and how satisfied they are with 
the salesmen selected through them. A partial 
answer to these questions can be obtained 
from this report of a survey conducted among 
Atlanta sales executives. Among the findings 
presented are the following: A larger pro- 
portion of test users are manufacturers 
whereas nonusers most often are wholesalers 
and retailers. As to types of tests given, 
personality tests were the ones mentioned most 
frequently. The time devoted to testing ranged 
from less than one hour to more than seven 
hours. When firms devoted much time (four 
hours or more) to testing sales applicants, 
there was a greater tendency for salesmen 
selected to have a lower turnover rate. Over 
half of the respondents stated that they em- 
ploy test norms specially prepared for their 
company, with the larger companies making 
greater relative use of special norms. Sixty- 
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one per cent of the respondents stated that 
studies were conducted by them on the relation 


of test results to sales success. More than: 


half of the respondents who employ psycho- 
logical tests reported better than 70 per cent 
rate of success with men hired with the aid 
of these tests. Seventy per cent of the sales 
executives believed that tests reduced the 
turnover rate. The evidence pointed out that 
when line personnel are in charge of testing, 
the results are not as effective in terms of 
the caliber of the salesmen hired as when 
individuals with a background in administer- 
ing tests are used. About 45 per cent of the 
respondents stated that they do hire men 
with unsatisfactory test scores, thus indicat- 
ing that many sales executives reserve the 
right to place great reliance in hiring upon 
their own judgment even when tests are 
employed for screening applicants. 


How Large Stores Measure Employee Sales 
Productivity. D. J. Rashman and R. J. 
Robichaud, Journal of Retailing, Spring, 
1961, pp. 1-5. [S.C.H.] 


Interviews at 25 large departmentized re- 
tail organizations disclosed that all attempt 
to measure the productivity of full-time sales- 
people, and most try to check the performance 
of part-time people. Selling cost percentage 
(compensation as a fraction of dollar volume) 
is the most common measure used. Total 
dollar sales volume per person and number 
of transactions per person are next in fre- 
quency of use. Apparently only about half 
the stores make any attempt to measure per- 
formance of non-selling work, although all 
regard this as an important part of a sales- 
person’s duties. 


Selling to the Split Personalities of the Tech- 
nical Experts. Tibor Koeves, The Ameri- 
can Salesman, December, 1960, pp. 66-71. 
[s.J.8.] 


The first thing the salesman calling on a 
technical expert must remember is that he 
is really making his presentation to two peo- 
ple, each with a different motivation for 
buying or not buying. This slightly “schizo- 
phrenic” conflict of personality is the main 
distinction between the professional expert in 
business and the businessman. 

Although the buying decisions of the aver- 
age businessman are never as rational and 
clear-cut as he believes them to be, he con- 
sciously focuses them, when there’s no ethical 
question involved, on a simple, single goal; 
to make money. The technical expert, on the 
other hand—the doctor, engineer, architect, 
designer, mathematician or whatever—must 
satisfy his professional or academic values 
as well as his business sense. 
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22. THEORIES IN 
MARKETING 


Counterspeculation, Auctions, and Competitive 
Sealed Tenders. William Vickrey, The 
Journal of Finance, March, 1961, pp. 8- 
37. [W.J.R.] 


Establishing an exclusive public-marketing 
agency with a series of assumptions, the 
author examines methods by which buy and 
sell agreements can be reached in more fully 
negotiated markets. The purpose is to throw 
light on identifying and creating conditions 
under which marginal considerations for effi- 
cient resource allocation may be maintained. 
The treatment is detailed with mathematical 
models showing his analyses of (1) the homo- 
geneous rectangular single-prize bidding game, 
(2) asymmetrical rectangular 2-person bid- 
ding games, and (3) a simplified asymmetri- 
cal bidding game. 


The Market as a Factor in Economic Growth. 
William C. Frederick, The Southwestern 
_ Social Science Quarterly, June, 1960, pp. 
63-71. [S.J.s.] 


If we are to assess the role of the market 
in economic growth, it must be done through 
a reconstructed economic theory. Market 
models must be built upon current understand- 
ing of culture process, not just upon inherited 
theoretical predilections. Much of what econ- 
omists now possess in the way of theory can 
be salvaged, if it is recognized as an incom- 
plete explanation of the economy. 

Neither the meaning of the economy nor 
the solution of the problems of growth and 
development is to be found exclusively in 
market-price relationships. When economists 
show that they recognize this by basing their 
theory upon a knowledge of culture process 
and upon actual problematic situations, the 
requirements of economic growth and develop- 
ment will stand out more clearly. This will 
be the economists’ reward for having asked 
the right questions and having sought the right 
answers. 


When is a Market a Market? Shaw Livermore, 
Challenge, November, 1960, pp. 36-39. 
[W.L.] 


This is the second in a series of articles 
dealing with the behavior of our economy. 
It points up some of the changes that have 
taken place in economic thought about our 
free-market economic system, some of the 
misconceptions, and the historical resemblances 
that our system bears to earlier ones. 

Livermore emphasizes lags in economic 
theory as contrasted with economic reality 
by pointing out that consumer “votes” do not 
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make all of our important decisions, that 


merchandising and advertising techniques can-. 


not be used by public agencies, that consumers 
do not buy discrete products but purchase 
product and service mixes, that the behavioral 
science forces are neglected, that the value 
of socially-provided services, and the efficacy 
of consumers as purchasers have not been 
explored. To understand economic life it is 
suggested that searching questions about eco- 
nomic ends, political bias, and the impact 
of social climate be asked rather than expend- 
ing effort on mathematical models. “A really 
thorough and up-to-date theoretical treatment 
of market behavior in our system has yet to 
be made.” 


Stability in Oligopoly. Richard B. Heflebower, 
The Manchester School of Economic and 
Social Studies, January, 1961, pp. 79-94. 
[S.c.H.] 


A belief that prices can be stable in oligop- 
olistie (few seller) industries only under 
collusion has been advanced by many econ- 
omists and has been implicit in recent dis- 
cussions of administered pricing and of anti- 
trust policy. Heflebower attacks this position, 
holding that the traditional analysis only looks 
at the firms at one instant in time, and 
ignores the long history of market develop- 
ment that creates a “zone of stability.” Within 
this zone, firms maintain long-run relation- 
ships with customers and suppliers, based upon 
significant heterogeneities in process, prod- 
ucts, wants, and abilities (similar to Alder- 
son’s “differential advantage”). Competition 
takes the form of promotion and of improve- 
ments in service and product, to which com- 
petitors react, in independent fashion and with 
some time lag. Competitors learn to live within 
the stability zone, partially because most de- 
cision makers will make similar decisions in 
any given circumstance and will form realistic 
estimates of each other’s reactions, and par- 
tially because the short-run retaliatory penal- 
ties for exceeding the stability zone may be 
severe. 


Papers and Proceedings of the 73rd Annual 
Meeting of the American Economic Asso- 
ciation, American Economic Review, May, 
1961, 687 pp. [S.C.H.] 


As usual, the May supplement to the AER 
contains far too many papers of interest to 
marketing people for adequate summary in 
the space available here. The most relevant 
group of papers bears the title “Distribution 
Costs: Concepts and Measures.” Here Lester 
G. Telser (“How Much Does It Pay Whom 
to Advertise?”) derives a rule for optimizing 
advertising expenditure: viz. marginal return 
from advertising (marginal sales effect from 
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awareness times marginal intensity of adver- 
tising) should equal marginal cost of making 
consumers aware. Essentially cost of addi- 
tional advertising is balanced against net 
revenue additions from advertising. On this 
basis he holds that amounts of advertising 
should, and do, tend to be high when buyers 
or products change frequently, when consumers 
have little knowledge of products, and when 
price elasticity is low. Richard H. Holton 
(“Seale, Specialization and Costs in Retail- 
ing”) draws the suggestion that some of the 
major economies of scale in retailing have 
already been achieved from an analysis of 
Census data. Real sales per establishment 
doubled in the U.S. from 1939 to 1954, but 
the costs of attracting trade and other factors 
limit the savings available from further in- 
creases in store size. The fact that single unit 
stores continue to account for about 70 per 
cent of total sales suggests that few econ- 
omies of scale in firm size remain unexploited. 
Frederick V. Waugh and Kenneth E. Ogren 
present “An Interpretation of Changes in 
Agricultural Marketing Costs” (marketing 
costs here being defined as all nonfarm costs 
involved in producing and distributing food 
products) which holds that the farmer’s share 
of the consumer’s food dollar has declined 
fairly steadily since 1953. Reavis Cox and 
Warren J. Bilkey provide stimulating dis- 
cussions of all three papers. 

In a symposium on moral and social re- 
sponsibilities of business, Colston E. Warne 
(“The Influence of Ethical and Social Respon- 
sibilities on Advertising and Selling Prac- 
tices”) points out that our marketing system 
rests upon a basis of mutual trust between 
purchasers and sellers. He feels that deceptive 
designations of quality, fictitious price desig- 
nations, deceptive packaging, built-in obso- 
lescence, and misleading or excessive advertis- 
ing weaken that trust. Informative labeling 
and increased vendor responsibility are ad- 
vocated as the. chief correctives. Arch Toel- 
strup (“The Influence of Moral and Social 
Responsibility on Selling Consumer Credit’) 
similarly urges more adequate disclosure of 
credit terms. Ernest Dale’s discussion of “The 
Social and Moral Responsibilities of the Ex- 
ecutive in the Large Corporation” centers 
around the question of corporate managers 
as arbiters of the public interest: vs. their role 
as profit maximizers. The drive to extend cor- 
porate responsibility into social fields is seen 
largely as a drive for power, particularly 
power unaccompanied by expertise, yardsticks, 
or accountability. Instead Dale would like to 
see the managers stick to their lasts under the 
scrutiny of independent critics. Howard Teaf, 
Raymond T. Bye and Dexter Keezer are the 
discussants. 

The antitrust session that is an annual 
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feature of the AEA program includes three 
criticisms of our present legislation and its 
enforcement. M. A. Adelman believes “The 
Antimerger Act” has prevented highly desir- 
able vertical integration economies. Donald 
Dewey (“Mergers and Cartels: Some Reserva- 
tions about Policy”) is concerned about sanc- 
tions against horizontal mergers and concom- 
itant loss of economies of scale. Almarin 
Phillips (“Policy Implications of the Theory 
of Interfirm Organization”) considers the per 
se rule excessively rigid, and recommends some 
control over excess rivalry as well as insuffi- 
cient competition. James W. McKie, Reuben 
E. Slesinger and Jerome B. Cohen are the 
discussants. 

Other pertinent sections of the program 
deal with uncertainty theory and futures mar- 
kets, urban problems, public utility econom- 
ics, and the impact of managerial economics 
upon the received theory. 


Steel, Administered Prices and Inflation. M. A. 
Adelman, The Quarterly Journal of Eco- 
nomics, February, 1961, pp. 16-40. [W.J.R.] 


To provide a theory of inflation through 
particular markets, a theory of imperfect 
management-labor collusion in the steel in- 
dustry is described. It rests on the proposition 
that imperfect knowledge of demand makes 


for difficulty in achieving the desired jointly- 


eccupied and shared-monopoly equilibrium 
position. The author claims that administered 
prices “. . . are not a theory, but an evasion 
of the need for a theory,” and that cost-push 
or wage-push inflation is a public-relations 
taught business reaction to explain rising 
prices. 

The yearly ritual of raising prices in the 
1950s in the face of a decreasingly inelastic 
demand and the confrontation of the mo- 
nopolistic partners in the spring of 1959 is 
fitted with rich detail to the proposed theory. 


Statistical Theory of Persuasion. Psychological 
Review, V. B. Cervin and G. P. Hender- 
son, May, 1961, pp. 157-166. [G.F.] 


Of great interest to sales managers is the 
outcome of the free persuasive interaction 
between two individuals. This paper describes 
a conceptual and mathematical apparatus for 
predicting the outcome of persuasive inter- 
actions. However, for most marketing men 
it will require the services of a mathematician 
to translate the experimental results into 
usable generalizations. Nevertheless in the ex- 
periment on silent numerical bids for the 
sale and purchase of a secondhand automobile 
and in the other experiments described are 
to be found the rudiments of learning models 
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from which “persuasibility coefficients” and 
opinion change may be predicted. 


A Theory of Consumer Efficiency. Anthony 
Downs, Journal of Retailing, Spring, 1961, 
pp. 6-12. [S.c.H.] 


A theory that consumers seek to minimize 
inputs of time, money, and energy involved 
in shopping leads to a prediction for the 
growth of large, one-stop shopping centers, 
providing unified credit, late shopping hours, 
self-service, low prices, and easy parking. 


A Theory of Interfirm Organization. Almarin 
Phillips, The Quarterly Journal of Eco- 
nomics, November, 1960, pp. 602-613. 
[W.J.R.] 


This theory is based on the premise that 
it is inappropriate to assume that individual 
firms unilaterally attempt to maximize profits, 
sales, a “general-preference function,” or 
otherwise engage in “satisficing” objectives 
if only intrafirm influences are considered. 
Interfirm considerations are also important. 
* Discussion is centered around four general- 
izations of interfirm organization: (1) “The 
interfirm organization must become more 
formal, better planned, and better co-ordinated - 
if the efficiency of simple oligopoly is to be 
maintained with a larger number of firms in 
the group”; (2) “In general, the more asym- 
metrical the distribution of power, given the 
number of firms, the less formal need the 
interfirm organization be to achieve the effi- 
ciency of simple oligopoly”; (3) “In general, 
as the value systems of the members of the 
group become more unlike, it becomes increas- 
ingly necessary to formalize the organization 
if the efficiency of simple oligopoly is to be 
effected”; (4) “. .. the better organized and 
more efficient are the groups from which pur- 
chases and to which sales are made, the more 
formal and the more centrally directed must 
an interfirm organization be to retain a given 
level of efficiency.” 


Broker’s Retail Man Performs Double Role. 
Food Field Reporter, February 27, 1961, 
pp. 1, 6. [J.s.w.] 


The 3,000 food brokers who operate in the 
United States employ an estimated 10,000 full- 
or part-time missionary men. The duties per- 
formed by one of these salesmen is described 
in detail, and he is characterized as “the pro- 
tector of the manufacturer’s interests on the 
one hand and an aide to the retailer on the 
other.” Largely descriptive in nature, this 
article gives a good picture of the work done 
by one kind of salesman. 
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STANLEY L. PAYNE, Editor 
Interview Research Institute (MRCA) 
Chicago 


(Books reviewed can be ordered from your local book store or from the publisher—not from the 
American Marketing Association or the JOURNAL OF MARKETING.) 


A New Look at Advertising... 


ADVERTISING AND THE SOUL’S BELLY, 


By James Playsted Wood. 
(Athens, Georgia: University of Georgia Press, 1961. Pp. vii, 116. $3.50.) 


Although the table of contents divides this 
book into three sections—Perception, Memory, 
and Advertising Implications—it actually con- 
sists of two parts. One part is an historical 
analysis of memory “from Locke through 
James, Ebbinghaus, Bergson, and Freud to 
contemporary neuropsychiatrists.” The other 
part is a treatise on how the author feels these 
historical theories and approaches apply or 
do not apply to the function of advertising. 

Mr. Wood is primarily a professional writer. 
He has done a commendable job of extracting 
information from a highly theoretical and com- 
plicated area, although there is a certain lack 
of sophistication from a psychological stand- 
point. He has gone to considerable effort to 
gather the background information on his sub- 
ject. (There are 75 references in his bibliog- 
raphy.) 

The most interesting part of the book, how- 
ever, is Mr. Wood’s discussion of how he feels 
frequency and continuity, and “memory” play 
a part in the influence of advertising. The 
term “memory” is used in a broad sense and, 
in strictly psychological’ terms, not correctly. 
Actually the author is talking about an indi- 
vidual’s entire behavioral background and 
experience—his reactional biography—and the 
part this plays in his response to advertising. 
Memory, or more ant'y, remembering, is only 
one form of behavio.. 


As far as the historical analysis is con- 
cerned, Mr. Wood starts out with his coverage 
of the beliefs of the early philosophers and 
also the theories and experiments of later-day 
psychologists like Woodworth, Thorndike, Pof- 
fenberger, Strong, and Scott. It is unfortunate 
that he does not stick to psychological studies 
rather than veer off into psychiatric and neu- 
rological interpretations. 

On the plus side, the author makes some 
cogent observations that, as the dust jacket 
of this book states, “are frequently overlooked 
in advertising thought.” He found, for exam- 
ple, that psychologists who tried to apply 
Ebbinghaus’ work on remembering and forget- 
ting to subject matter other than nonsense 
syllables were much less enchanted with Eb- 
binghaus’ results than some present-day ad- 
vertising researchers are. The author makes 
these points: 

“Ebbinghaus, as seen, knew the limitations 
of his experimental work, and the best of the 
other experimental psychologists who contin- 
ued his work were conscious of these limita- 
tions and stated some of them. Others, more 
enthusiastic than careful, have projected their 
findings to the point where the projections 
range from misleading to ridiculous. 

“Studies of advertising effectiveness have 
generally remaiied with the Ebbinghaus doc- 
trine and methodology because their arithmet- 
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ical findings lend themselves more easily to 
textbook explanations or the uses of promo- 
tional research, and because there is as yet no 
vocabulary in which the larger aspects and 
implications of memory can be patly phrased. 
These cannot be expressed in a scientific-look- 
ing curve, proclaimed as a law, or pontificated 
in a pie-chart.” 

These are particularly important points be- 
cause of the strong emphasis that some adver- 
tising researchers today are placing upon 
curves of forgetting and remembering. This 
tendency to use the Ebbinghaus curve as a 
benchmark for memory of advertising can be 
very misleading. The fact that the curve was 
based on studies using nonsense syllables is 
overlooked. Nonsense syllables contain prac- 
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tically none of the stimuli or motivating de- 
vices found in advertising. To expect the 
results of a memory test of an advertisement 
to follow an Ebbinghaus Forgetting Curve is 
to ignore most of the emotional as well as 
physical factors influencing the interaction 
taking place between an ad and an individual 
—factors such as: interests of the moment, 
associations and identifications, meaningful- 
ness, size, color, illustrations, etc. 

Mr. Wood makes several worth-while points 
of this kind, but if this book did nothing more 
than enlighten the advertising world about 
Ebbinghaus Curves, it would be a healthy 
contribution. 

D. MORGAN NEU 
Daniel, Starch and Staff 


Light on the Dark Continent... 


TROPICAL AFRICA, by George H. T. Kimble. 
(New York: The Twentieth Century Fund, 1960. Pp. Volume |, 603; Volume Il, 


503. $15.00.) 


This is the first correlated presentation of 
total tropical Africa. 

It reports on that vast middle portion of 
the Continent which lies between the 20th 
South and 20th North parallels, i.e. between 
the Republic of South Africa in the south and 
the Sahara in the north and from Mauritania, 
Mali, Guinea and Liberia on the Atlantic sea- 
board in the west, to Eritrea and Somaliland 
on the Red Sea and Indian Ocean in the east, 
an area inhabited by 167,000,000 people, di- 
vided into some 600 groups of Africans, Euro- 
peans, and Asians, dispersed across 41 coun- 
tries of 8.5 million square miles or more than 
twice the area of the U.S.A. 

This is not a country-by-country commen- 
tary on the salient domestic features of each 
one. It is a systematized analysis of the whole 
vast area in terms of a series of socio-economic 
factors which are meaningful to the marketer, 
manufacturer, engineer,: administrator, in- 
vestor, legislator, tourist, teacher, student, and 
newspaperman, as well as to the casual reader. 

Volume I, on “Land and Livelihood,” pre- 
sents an all-embracing picture of the 41 coun- 
tries covering: 

1. A review of economic life in the area at 
the turn of the present century, charac- 
teristic livelihoods, standards of living, 
and systems of land tenure; 

2. An illustrated description of the geo- 


graphical frame of the area, its climate 
and weather, vegetation and soils; 

3. The pattern of population, its racial 
components, geographical distribution, 
demographic characteristics, and popu- 
lation trends; 

4. Farming and various types of African 
and European agriculture, settlement 
schemes, recent developments, and future 
prospects; 

5. Forests and aforestation, chief commer- 
cial timbers, trade in timber, and trends 
in forestry development; 

6. Water resources, water regions and 
water power, hydro-electric projects, and 
opportunities for improving water sup- 
plies; 

7. River and lake fishing, fish farming, 
growth of commercial fisheries, trends, 
and prospects; 

8. Metal and mineral resources, and pro- 
duction, details of mineralized regions, 
and the nature and extent of minerals; 

9. Industrial progress, indigenous resources 
and crafts, primary processing, second- 
ary industry, and manufacturing prob- 
lems; 

10. Transportation and factors and trends 
in the development of transportation 
services, rail waterways, shipping, roads, 
and airways; 
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11. Markets, merchandise, and marketing, 
imports and exports, and the advance- 
ment of the African in trade; and 

12. Manpower resources and workers’ wages, 
migrant labor and patterns of migration, 
productivity problems, and the use of 
labor. 

Volume I also contains 49 statistical tables, 
34 illustrations and an up-to-date reference 
map of the area. 

Volume II examines Society and Polity in 
the area and reports on: 

1. The old order of family and community 
life, education, religion, the arts, health, 
and disease; 

2. The causes, major characteristics, and 
trends of social changes; 

3. Health services, the assault on sickness, 
and the strategy and prospects of pre- 
vention of disease; 

4. The rise of the voluntary organization, 
community development, co-operatives, 
and trade unionism; 

5. The characteristics and influence of Bel- 
gian, British, French, Italian, Portu- 
guese, and Spanish colonial policies in 
tropical Africa; 

6. African nationalism and politics and 
impediments in the Nationalists’ path; 

7. The machinery of Government and the 
working parts of the Africanizing 
process; 

8. The new élite in Africa—their back- 
ground aspirations, europeanization, so- 
cial status, and artistic interests; 

9. Growth, capital formation, research, and 
development; and 

10. The broad shape of things in the area 
viewed as a whole. 

In addition to 17 tables, 13 illustrations and 

a list of 40 working papers with the names 
of their distinguished authors, Volume II sets 
out selected territorial data for each of the 
countries covered by the survey, in terms of 
area, population, political status, per capita 
income, external trade, motor vehicles, state 
revenue and expenditure, schools, and enroll- 
ments. 

Both volumes contain scores of very fine 
half-tone reproductions of excellent photo- 
graphs of the animal, mineral, and vegetable 
seene in tropical Africa. 

The most notable features of Tropical 
Africa are: 

(a) It presents a clear concept of the real 
nature of the territory called tropical 
Africa and a comprehensive picture of 
the cardinal facets of life and living in 
the area, in a way that any reader can 
understand and can interpret in terms 
of his own way of life and level of civ- 
ilization; 

It assembles, in tidy and interesting 

form and in the space of about 1,100 
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pages, a vast amount of factual histor- 
ical and contemporary data, secured from 
the most authentic sources available, on 
the 20 most important socio-economic 
issues in the area; 

(c) It presents this field of information in a 
relationship context and perspective, and 
enables the reader to assess and evaluate 
the realities and prospects of one group 
of factors in relation to the actualities 
and tendencies of other recorded factors; 

(d) It gives a quantitative insight into what 
has occurred in this vast area, describes 
what is now taking place, and indicates 
probable trends and developments in the 
years ahead; and 

(e) While it cannot be regarded, for reasons 
of its very nature and scope, as a de- 
tailed marketing and economic research 
report, it nevertheless gives the foreign 
investor, entrepreneur, manufacturer, 
and marketer all the basic facts of Afri- 
can life and a great deal of clue data to 
guide his further detailed exploration 
and investigation. 

To that extent, Tropical Africa is a unique 
publication and will serve as an invaluable 
source book to businessmen, legislators, teach- 
ers, and students everywhere inside and out- 
side the continent of Africa. 

Its real significance, however, lies in the 
fact that it portrays objectively and with 
profound understanding an unvarnished state 
of affairs revealing in unmistakable clarity 
what the protagonists of preconceived univer- 
sal solutions for all the dilemmas of mankind 
are up against when they prescribe classical 
methods for advancing the underdeveloped 
countries of tropical Africa. 

The whole scene is so bedeviled by poverty, 
backwardness, and conflicting myths, legends, 
and incongruous beliefs, that any normally 
accepted, Western formula approach is quite 
illogical and unrealistic in the environment of 
Central Africa. 

The conclusion is inescapable from the 
facts revealed in these two volumes that to 
do business with tropical Africa requires com- 
pletely new business philosophies and tech- 
niques which may not always match current 
understanding of the so-called democratic way 
of life. 

This crisp reality is of unusual importance 
to the foreign marketer, steeped in Western 
ideology and human behavior and in Western 
ways of banking, trading, manufacturing, 
buying, selling, and advertising, who is think- 
ing of doing business with tropical Africa. 

These two volumes will give him “the feel 
of Africa” on which to base his new approach. 


I. K. M. SCHEEPERS 


The National Development Foundation 
of South Africa 
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Venturing Overseas... 


JOURNAL OF MARKETING 


INTERNATIONAL BUSINESS: ESSENTIAL CONSIDERATIONS 


FOR GROWING MIDWEST ENTERPRISE, 
edited by Laurence P. Dowd. 


This book is a collection of sixteen papers 
which were presented at a conference on 
international business, held in May, 1960, 
and sponsored by the School of Business Ad- 
ministration at the University of Michigan. 
The purpose of this conference was to pro- 
vide fundamental information to those mid- 
west companies who have not had previous 
experience in international business. A sec- 
ondary objective was to stimulate new ideas 
among companies who have already engaged 
in overseas activity. 

The first seven papers cover the elementary 
steps involved in establishing an international 
business—with particular reference to the 
Common Market. These steps include the 
proper organizational structure and location 
of a foreign company—both with regard to 
the trade advantages and to the desire to 
secure maximum tax benefits. This is fol- 
lowed by discussions on the sources of funds 
available for foreign investments; the pro- 
cedures for insuring foreign investments 
against nonbusiness risks; and the use of 
Americans and citizens of the host countries 
in the management of the foreign subsidiary. 

While each speaker carefully noted the com- 
plexities involved in formulating a policy for 
overseas business, the important conclusions 
were sufficiently definitive to orient the in- 
experienced mind. For example, the audience 
was cautioned that—although opportunities 
abroad greatly exceed those of the domestic 
market—they can only be realized with supe- 
rior products that are uniquely adaptable to 
the needs of foreign countries. No longer can 
we expect other countries to absorb surplus 
quantities of products which were originally 
designed for domestic consumption. 

In organizing an overseas subsidiary, the 
evolutionary development of the Common Mar- 
ket must be considered. During the next dec- 
ade, the ideal organizational arrangement 
would be a subsidiary in each of the Common 
Market States—with a holding company lo- 
cated in Luxembourg. After 1970, when all 


(Ann Arbor, Michigan: The University of Michigan, 1960. Pp. vi, 175. $3.50.) 


restrictions among the Common Market States 
have been removed, a single European sub- 
sidiary will be sufficient. These arrangements 
would provide maximum trade advantages and 
minimum tax liabilities. 

In the discussion on sources of funds avail- 
able for overseas investments, all of the major 
outlets are covered—but greatest emphasis is 
placed on venture capital—including invest- 
ment banks and trusts, a small but important 
group of family investors (Rockefellers, Whit- 
neys, etc.), and foreign affiliates of large com- 
mércial banks. Again, specific principles which 
govern the foreign investor’s decisions are 
clearly enunciated. 

Perhaps the outstanding paper deals with 
the procedures involved in insuring against 
non-business risks—such as ex-appropriation, 
confiscation, and damage to property by citi- 
zens of the host country. The critical impor- 
tance of timing—in the application of the 
guaranty contract—is impressed on _ the 
audience. 

The final paper in this sequence deals with 
management personnel—covering first, the 
selection of Americans to go abroad, and sec- 
ondly, the selection of local personnel within 
the host country. Ideally, the American repre- 
sentative should be a public relations and 
company-oriented personality who has some 
proficiency in the language of the foreign 
country. In contrast, the local personnel need 
not know the English language—as this is 
too restrictive and would preclude the employ- 
ment of many alert, able, young executives. 
In any event, it is recommended that the 
foreign operation be autonomously admin- 
istered. 

The rest of the conference concerned itself 
with certain major considerations beyond the 
mechanics of organizing, financing, and oper- 
ating a foreign company. Here, again, such 
complex problems as the deficit in our bal- 
ance of payments are conveyed in relatively 
simple and understandable language. The solu- 
tion to this particular subject is clearly stated: 
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anti-inflationary policies at home and a liberal 
trade policy abroad. A wonderful case history, 
showing the inevitable evolution from the ex- 
port of the finished product, through over- 
seas assemblies, and finally to foreign pro- 
duction is portrayed by a representative of 
the automotive industry. Then the audience 
is acquainted with important, unique charac- 
teristics of the Latin American and European 
markets that not only pose problems but also 
offer splendid opportunities. In another paper, 
assistance offered by the Export-Import Bank 
in the development of export business is de- 
scribed by its Director. 

There follows an excellent discussion regard- 
ing the great new potential occasioned by the 
opening of the St. Lawrence Seaway—notwith- 
standing the fact that practical problems arise 
in the use of this new, low-cost water route. 


It is common for marketing books with a 
management viewpoint, such as the recently 
published Management in Marketing by Lazo 
and Corbin, to place much stress upon the 
managerial tasks of goal setting, planning, co- 
ordinating, organizing, and controlling. Davis 
de-emphasizes them, contending that the mar- 
keting manager’s main responsibility is de- 
cision making. Further, he argues, it should 
be studied from “the highest level possible.” 

Marketing management he considers nar- 
rowly as “those activities necessary to main- 
tain a demand for a firm’s productive re- 
sources.” This leads him to divide marketing 
management’s responsibility into three prin- 
cipal areas—product, price, and promotions. 

Under this restriction, certain activities 
traditionally and logically regarded as parts 
of marketing are excluded from the book or 
dismissed with a word. Physical distribution, 
for example, is discussed on one page. 

The book has four main parts. The first 
202 pages cover marketing management and 
decision making in four chapters of text, with 
cases at the end of three of them. The next 
part has 148 pages on tools of analysis, with 
three chapters and relevant cases on demand, 
cost, and profit. The following 390 pages are 
the heart of the subject matter and provide 
seven chapters on problems and policies re- 


Product, Price, Promotion... 


MARKETING MANAGEMENT, by Kenneth R. Davis. 
(New York: The Ronald Press Company, 1961. Pp. xi, 824. $8.00.) 


The final paper shows the interdependence of 
domestic and foreign economic activity—con- 
cluding that our foreign policy must cope 
with such problems as economic growth with- 
out inflation, the emergence of backward na- 
tions, regional trade arrangements, and the 
deficit in the balance of payments. 

Excerpts from five panel discussions are also 
included in the proceedings—but they con- 
tribute very little to the subject of interna- 
tional business. 

I believe that the inexperienced would do 
well to read this publication. It will serve to 
highlight important principles and to indicate 
the complexities involved in foreign trade. 


ANTHONY E. CASCINO 


International Minerals 
& Chemical Corporation 


lated to products, prices, and promotion. A 
55-page section on integrating functional 
marketing management decisions concludes 
the book. 

The cases are confined to problems of the 
type that fall into marketing management as 
the author has narrowly defined it. However, 
they do cover many different;types of busi- 
nesses. In most of them, the ‘names of com- 
panies and their locations are fictitious. 
Though carefully written, only a minority 
focus on alternative actions whose consequences 
the student must forecast as a preliminary to 
evaluating the alternatives and choosing the 
action which he favors. The cases range from 
half a page to 15 pages in length, but 70 per 
cent of them have six pages or less and a third 
have three or less. 

The author does not state in his preface 
the segment of the market for which he has 
designed his book. It may prove most useful 
as a textbook for advanced undergraduate 
courses in marketing in which the instructor 
wishes to make extensive use of cases. For a 
combination of text and cases, in about equal 
proportion, it is the best book currently avail- 
able. 

It probably will not have much appeal as a 
text or reference for instructors teaching 
graduate courses in marketing. Many will feel 
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that there are too few long and provocative 
cases. Moreover, they will be disappointed at 
the limited amount of interdisciplinary con- 
tent. Economics and mathematics are well 
represented, but the author has drawn nothing 
of significance from behavioral concepts and 
research. 

There have been some major intellectual 
developments in recent years which marketing 
teachers expect to see reflected in new text- 
books. The work being done on probability 
theory and statistics in business decisions is 
one such development. Despite its great rele- 
vance to market measurement and marketing 
programming and to the major theme of his 
book, Professor Davis makes no mention of 
the theory of probability in his chapter on 
marketing management decisions. In this and 
a chapter on gathering data for decision mak- 
ing, he stresses the use of historical data and 
existing knowledge instead of estimates of 
possible consequences and predictive knowl- 
edge. 
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For graduate students interested in a spe- 
cialized study of marketing, a serious limita- 
tion lies in the character of the author’s 
sources. Footnote references are given for 13 
different issues of the Harvard Business Re- 
view but for only three issues of the Journal 
of Marketing. Printers’ Ink is cited three 
times and Advertising Age not at all. Of foot- 
notes giving dates, 20 per cent are for sources 
published before 1950. On some topics, no 
mention is made of the most authoritative 
work. Of the many valuable publications of 
proceedings of American Marketing Associa- 
tion conferences, only one is cited. The book 
contains no suggested readings and no bib- 
liography. 

Accompanying the book is a well-prepared 
instructor’s manual which gives commentaries 
on the cases, and, for many of them, suggested 
supplementary readings. 


MERRILL DEVOE 
University of Kentucky 


Know-Why Vs. Know-How ... 


BASIC MARKETING: A MANAGERIAL APPROACH, 
By E. Jerome McCarthy. 
(Homewood, Illinois: Richard D. Irwin, Inc., 1960. Pp. xii, 770. Text $7.95, Trade 


$10.60.) 


The “topic mix” of this book is conventional. 
The introduction (section A) points out that 
the primary function of marketing is to bridge 
the gap between production and consumption. 
This function is consumer oriented, because 
in a free society the production system must 
be geared to the freely-determined wants of 
the people (section B). Within this framework 
a business firm can survive only if it supplies 
the consumer with the right product at the 
right place through the right promotional and 
time channels at the right price. Some case 
studies on marketing management and control 
are appended. 

That is where the similarity with other 
standard texts ceases. The student is intro- 
duced to new definitions and concepts only 
when they have become inevitable. He is as- 
sumed to have some marketing experience— 
at least as a consumer—an is, therefore, able 
to “think ahead” about what “should be” or 
“probably will be.” The instructor then steps 
into this backlog of hypotheses, helps the stu- 


dent to systematically review, extend, and 
organize the knowledge, and show how it can 
be utilized. 

This enjoyable prodding leads to so much 
involvement that I came to feel as though I 
had written part of the book myself. I hope 
that Professor McCarthy’s students at Notre 
Dame reacted as favorably to this occasionally 
painful involvement. It is a refreshing devia- 
tion from the conventional “know-how” ori- 
ented texts for students, who—according to 
some business school executives—can well be 
taught effortlessly by “hidden persuasion.” 

This is more than a mere college text. Any- 
body, here or abroad, who is curious to know 
about the basic concepts that make American 
marketing tick, will find McCarthy’s book an 
exceedingly lucid and authoritative overview. 
It’s demanding, it’s useful, and yet it’s lots 
of fun. In short, it’s a mighty good buy. 


FRANK MEISSNER 
San Jose State College 


\ 


BOOK REVIEWS 


127 


Competing For a Saturated Market... 


AMERICAN MARKETING, by William J. Shultz. 
(San Francisco, California: Wadsworth Publishing Co., Inc., 1961. Pp. xxvi, 655. 


$7.95.) 


This book is intended to serve as a text 
for beginning marketing courses. Comments 
on the jacket allege that .. . the approach of 
this text is managerial. It should be stated 
at the outset that this claim by the publisher 
is misleading, because in no sense is this text 
consonant with the newer management ap- 
proach in collegiate marketing teaching. Vir- 
tually no emphasis is placed on analytical 
tools, concepts gleaned from disciplines related 
to marketing, and ways of thinking about 
marketing problems. Moreover, the content is 
completely descriptive with the emphasis 
placed on “what” is done, rather than on 
“why” it is done or, more to the point, whether 
it “should be done.” 

American Marketing, contrary to claims of 
the publisher, embraces the traditional ap- 
proach to the study of marketing organized 
around the marketing of commodities, func- 
tional analysis, and marketing institutions. 
There is little benefit in enumerating titles 
of the 30 chapters, but it should be noted that 
each chapter includes review and discussion 
questions, short problems, and a fairly exten- 
sive bibliography. The problems, however, 
usually comprise several sentences of facts on 
a limited situation followed by questions, and 
thus seem to be of relatively little benefit in 
helping to develop students’ analytical abili- 
ties. 

Since Professor Shultz has chosen to espouse 
the traditional point of view, he is competing 
in a market which is virtually saturated with 
widely-used texts. The comments on the jacket 
claim, among other things, that the author has 
“differentiated his product” by a comprehen- 
sive discussion of the “frequently slighted” 
areas of consumer psychology, product plan- 
ning, and marketing management. The pub- 
lisher’s claims and the content of the text, 
however, diverge significantly. 

In the first place, consumer psychology is 
discussed basically around a list of motives. 
Only the briefest mention is made of the 
complex environmental influences on behavior. 
Thus the important topic of motivation is de- 
veloped only in part, and the presentation 
hardly warrants the designation that it is com- 
prehensive in scope. 

Moreover, the chapter on product policy for 
the most part includes only a discussion of 
new products, product design, and packaging. 


There is no mention of such important issues 
as sources of ideas, implementation of ideas, 
adaptation of product to market forces, and 
cost and revenue considerations. 

The chapter on marketing management is 
weak, especially since this text is supposedly 
managerially oriented. Only 13 pages are de- 
voted to discussion of problem solving, the 
integrated approach to marketing problems, 
and organizational considerations. Much is 
left unsaid; and marketing management is 
too important to be slighted in this manner. 

While American Marketing clearly does not 
live up to the claims of its publisher, it is 
true that the author’s coverage of topics in 
general is acceptable. Chapters on marketing 
institutions and the marketing of commodi- 
ties are very good, in that complex topics are 
covered in a brief yet comprehensive manner. 
Perhaps the greatest virtue of this volume 
is the brevity and conciseness of the author’s 
style, especially when one compares his ex- 
position with the detail of some competing 
texts. 

While space limitations prevent a detailed 
evaluation of the text, it must be pointed out 
that the author presents an inadequate dis- 
cussion of marketing policies. The problem 
lies in what is not said. Those who adopt this 
text undoubtedly will need to supplement the 
policy chapters extensively with appropriate 
outside readings. 

The reviewer feels particularly that the dis- 
cussion of pricing is inadequate. The author 
develops the topic in terms of economic theory, 
yet never truly relates theoretical concepts to 
pricing practice. In fact, only one paragraph 
is devoted to oligopoly, a key concept in under- 
standing contemporary price policy. Further- 
more, no mention is made, for example, of 
elasticities, the rule of environmental factors 
in the price decision, consumer priority sched- 
ules, and the applicable tools of managerial 
economics. Finally, he never even hints at the 
complexity of pricing decisions, and hence 
may leave misleading impressions with the 
student. The sorts of omissions mentioned in 
this context will be found in most of the policy 
chapters. 

It is also important to observe that the dis- 
cussion is oriented almost entirely toward the 
firm. Seldom does the author allude to the 
controversy concerning social effects of mar- 
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keting efforts. It seems necessary to prepare 
students to defend marketing as a valid area 
of economic endeavor against often illogical 
attacks. Little is done to make students aware 
of governmental regulation of marketing ac- 
tivities. The Robinson-Patman Act is scarcely 
mentioned, for example. The author seems to 
have little justification for neglecting such 
vital issues. 

The emphasis in this text is on building 
students’ inventory of knowledge, and the cov- 
erage is basically adequate as has been noted. 
Perhaps the greatest shortcoming of this book 
is the failure to relate facts in such a manner 
as to provide unifying concepts to guide de- 
cision making. As a result, the author does 
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not convey the real excitement and challenges 
of marketing. Moreover, brevity of style, 
while often a virtue, has led Professor Shultz 
to omit enough key concepts that American 
Marketing, contrary to the publisher’s claims, 
will not qualify as a useful and comprehensive 
reference book. To sum up, the author is to 
be commended for attempting to cover a com- 
plex topic in a concise yet inclusive fashion, 
but it cannot be said that American Marketing 
represents an especially noteworthy contribu- 
tion to the literature when viewed in terms of 
competing texts. 


JAMES F. ENGEL 
University of Michigan 


Salesmen: Management Representatives .. . 


SALES ADMINISTRATION: PRINCIPLES AND PROBLEMS, 
4th Edition, by Bertrand R. Canfield. 


This third revision of a long-recognized 
standard text in sales management does a 
good job of bringing up-to-date some of the 
many changes in marketing concepts and 
methods of the past five years. It is definitely 
a sales department-oriented book, starting 
with the sales organization and working in 
excellent detail through sales personnel mat- 
ters into selected related areas of marketing 
management. 

The text’s progress of study from the job 
description through recruiting, selection, and 
training into compensation and supervision is 
logical and covers all essential areas well. The 
material on training salesmen is particularly 
well done. The general tone throughout em- 
phasizes the critical need for good communi- 
cations between various parties cqncerned at 
all levels and effective coordination between 
functional departments as well as individuals. 

In addition to the sales training and super- 
vision topics, these also are handled exception- 
ally well: objectives of the salesman; co-ordi- 
nation of selling with advertising; territory 
design and coverage; salesmen’s reports and 
records; and distributor-dealer relations. The 
newer chapters and topics, particularly those 
on recently-added considerations under the 


(Englewood Cliffs, New Jersey: Prentice-Hall, Inc., 1961. Pp. xv, 637. $7.95.) 


marketing management concept, are timely 
and adequate. 

There are the usual possibilities for minor 
criticisms, such as occasional duplication of 
similar materials under related but different 
titles, but those are excusable and may serve 
to accentuate certain basic considerations to 
advantage. This is not a highly academic or 
theoretical book. It should be of interest to 
the businessman as well as to teachers and 
students. It could stand more reference to the 
needs for and uses of research. It can well be 
used as a course guide, assuming supplemen- 
tary outside reading materials on specific 
areas in terms of the instructor’s preferences 
and goals. 

In summary, this text will continue to 
serve well those who prefer to base the sales 
or marketing administration course on the 
importance of the salesman’s behavior in his 
work with the customer as management’s rep- 
resentative. With the human element in sell- 
ing increasingly at a premium as a require- 
ment for “professional” success in these con- 
tacts, there is a permanent place in the busi- 
ness curriculum for this approach. 


KENNETH LAWYER 


Western Reserve University 
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Dealers, Consumers, and Promotion... 


SALES PROMOTION, by Alfred Gross. 
(New York: The Ronald Press Company, 1961. Pp. vi, 504. $8.50.) 


Few books are exclusively oriented to the 
study of sales-promotion techniques for both 
the student and the businessman, as is this 
second edition by Professor Gross, and herein 
lie its contribution. Both the marketing prac- 
titioner and the student will benefit from the 
supplementation of text material with a wide 
range of practical case problems especially 
designed to augment a fuller understanding 
of sales promotion situations confronting man- 
agement. 

Dale Houghton was a co-author of the first 
edition which appeared in 1950. Changes in 
the second edition are not so much in organi- 
zation, as in content and viewpoint. In this 
new edition the role of sales promotion is 
presented as an enlarged function within the 
framework of the marketing concept. 

The text has been divided into four main 
parts: Working with the Dealer, Stimulating 
and Educating the Consumer, Working within 
the Marketing Division, and Special Areas of 
Sales Promotion. 

The first part encompasses the liaison work 
between manufacturer and retailer for the 
purpose of promoting and stimulating sales. 
A new chapter entitled Dealer Aid in Organ- 
izing a Business has been added, whereas 
this subject was treated as a part of another 
chapter in the previous edition. Other topics 
included in this section are: Dealer Aid in 
Management, Point-of-Purchase Display, 
Dealer Advertising, Stimulating Store Traf- 
fic, and Training and Motivating Dealer 
Employees. The author has deliberately rear- 
ranged introductory material in order to 
present the reader immediately with the core 
of sales promotion material. This section con- 
tains the most vital and stimulating subject 
matter of consequence to both manufacturer 
and distributor. 

The theme of Part II centers upon the re- 
lationship between manufacturer and ultimate 


consumer. New material brings into sharper 
focus current techniques of educating and as- 
sisting the consumer. Many of the consumer 
education programs are both fresh and orig- 
inal, and could well provide stimulation for 
thought on the part of other companies. Other 
topics presented in this section are: Consumer 
Sampling, Consumer Premiums, and Con- 
sumer Contests. 
Part III on working within the marketing 
division has been rewritten, but the writing 
and style of this section lacks impact. While 
informative and valuable to the businessman, 
the student may find much of the material 
wanting a new and interesting approach. 
However, even with this minor drawback the 
subject matter is most pertinent to the under- 
standing of the relationship between the sales 
promotion department and the advertising, 
sales, and research divisions. The presenta- 
tion of this section is both comprehensive and 
thorough. 
Part IV explores promotion programs of 
trade associations, methods employed in in- 
ternational marketing, and the individual 
sales promotion techniques of numerous com- 
panies. The program of companies concentrat- 
ing on auto accessories, electronics, glass 
products, major appliances, heating and 
plumbing equipment, and textiles, among 
others, are presented. The balance and organi- 
zation of this section, and the comprehensive 
description of the sales promotion activities 
through the various channels of distribution 
are an excellent climax to a well-documented 
and illustrated text. 
The second edition represents a significant 
improvement and may be considered a valu- 
able reference guide and text for the market- 
ing practitioner and student of sales pro- 
motion. 
RONALD D. MICHMAN 

University of New Hampshire 


Supers Must Keep Growing ... 


SUPERMARKETING, by Frank J. Charvat. 
(New York: The Macmillan Company, 1961. Pp. xii, 276. $6.95.) 


This is a detailed examination of the ori- 
gin, growth, operating methods, and outlook 
for the nation’s largest volume, merchandis- 
ing retailers—the supermarket industry. 


The author specifies that for the purpose 
of his study a supermarket must have at least 
four basic food departments—meat, produce, 
dairy, and self-service groceries—and the en- 
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tire store must handle minimum annual sales 
of $500,000. Within the framework of this 
definition, the industry in 1958 was estimated 
to consist of 20,413 supermarkets. Almost two- 
thirds of these were operated by chains, 
defined as companies owning 11 or more 
stores. Detailed 1958 estimates of the number 
and sales of supermarkets by sales, size, and 
single or multi-unit ownership are included. 

After describing his area of study, the 
author presents a comprehensive review of 
early large volume stores which operated in 
various parts of the United States prior to 
1930. These are generally considered to be 
forerunners of the supermarket. Beginning in 
1930 scores of low overhead supermarkets 
came into existence. These stores operated in 
plain, low rent locations on a _ self-service 
basis. Economies were passed on to the con- 
sumer in the form of lower retail prices— 
significantly lower than prices charged for 
the same merchandise in the more conven- 
tional clerk service stores. 

These primitive supermarkets. met with 
consumer approval in the form of substantial 
and continuous patronage, attributed in large 
measure to the economic needs and problems 
of consumers during the early 1930s. The new 
supermarkets flourished but numbered only a 
few hundred nationally by 1955. 

Independents were the earliest supermarket 
innovators. They took their business from gro- 
cery chains and smaller independents alike, 
and their operations were watched carefully 
by grocery chains and other interested parties 
from 1930 through 1935. 

As the nation’s economy emerged from deep 
depression, supermarkets continued to prosper 
and increased in number. Their location and 
decor improved substantially. These factors 
dispelled much of the feeling that they might 
be solely a depression phenomenon. Grocery 
chains were unable to compete with super- 
markets as successfully as they desired, and 
so opened experimental supermarkets of their 
own. 

By 1937 most observers were convinced 
supermarkets were a permanent part of the 
food retailing scene. Beginning then and con- 
tinuing to the present, supermarkets have 
been opened in large numbers with chains 
being particularly aggressive. Location, ap- 
pearance, and services of supermarkets all 
improved. Costs of doing business and gross 
profit margins increased. 

Other major factors cited for the growth 
of supermarkets in number and sales volume 
are growing personal income, redistribution 
of wealth, changes in shopping and consump- 
tion habits, population shifts, increased own- 
ership of home refrigerators, and automobiles 
for shopping trips. 

Present operating methods of supermarkets 
are examined from the standpoint of broad 
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practices and policies. Selling operations are 
described as “large volume,” achieved by a 
rapid turnover of 10 to 15 times a year of an 
inventory of 5,000 to 6,000 items. 

The author reports that supermarkets make 
a sustained effort to buy only merchandise 
that meets the needs of customers, can be 
offered at a price that reflects good value, will 
have adequate trouble-free turnover and wide 
enough margins to provide a reasonable re- 
turn to the supermarket owner. Much buying 
attention is focused on new items, products, 
deals, and special packs. The majority of 
established products fall into a routine of 
re-ordering. 

This reviewer would point out that the 
supermarket industry devotes more manpower 
to selling than to buying. A sizable part of 
the industry feels that buying should be 
placed in the hands of capable specialists so 
that maximum attention could be focused on 
the prime job of merchandising. 

The author feels that the supermarket in- 
dustry has been preoccupied with increasing 
sales volume and has not adequately con- 
trolled expenses at the individual store level. 
This leaves untapped a potential source of 
greater net profits. 

Gross profit margins have been rising due 
largely to the addition of new high margin 
nonfood items; more convenience focds; 
broader, slower-turning inventories; more 
luxurious stores and services; better person- 
nel; and higher wage rates. 

In spite of higher margins, net profits have 
not increased but remain constantly on the 
defensive. Chain supermarkets keep only 1% 
cents after taxes out of each sales dollar. For- 
tunately for the industry, inventory turnover 
is rapid, borrowed capital has been reasonably 
available, and expenses are subject to a fair 
degree of control—so return on equity in- 
vested usually is between 20 per cent and 30 
per cent. 

Two chapters are devoted to examining the 
decline in the number of non-supermarket food 
stores and the per cent of major product 
classes sold through non-supermarket food 
stores, resulting from the phenomenal rise in 
supermarkets. This reviewer believes that 
these chapters contribute little to the total 
study. It should be fairly apparent that super- 
market volume was not all extra volume and 
that declines would occur in other parts of 
the food distribution industry. 

Possibly the strongest part of this study is 
an excellent final chapter dealing with “Man- 
agerial Policy and Perspective.” The author 
cites industry trends and conclusions drawn 
from earlier parts of the study and inter- 
preted from a management viewpoint. 

The industry is described as dynamic — 
ready, able, und willing to make the right 
changes at the right time. Growth has slowed 
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to a degree during the late 1950s but the 
industry is not yet believed to be in the ma- 
ture or stable phase of its growth cycle. Mr. 
Charvat feels that “bigness” is needed for 
future growth—larger stores; more stores, by 
acquisition if necessary; both horizontal and 
vertical integration; and growth limited per- 
haps only by governmental restraints, and 
even these might be circumvented by merging 
with unrelated kinds of retailers. Bigness is 
prescribed on the assumption it makes for 
greater efficiency in all areas of chain super- 
market operation and management. 

The reviewer feels that this study has over- 
looked the importance of the independent part 
of the supermarket industry. Independents, 
especially those who have affiliated themselves 
with voluntary and co-operative groups, are 
a large and potent force which is matching 
or surpassing the chain rate of growth. 

There exists a surprising balance of talents 
and power between chains and organized in- 
dependents in many areas of the nation. Re- 
tail prices in chains and independent super- 
markets are competitive. Independents have 
greater operating flexibility and more personal 


What GLF Stands For... 


contact with customers. Chains have advan- 
tages in financing expansion and obtaining 
shopping center locations. The net result is 
that neither is running away with the other’s 
share of industry sales. 

The need for an organization team at both 
store and headquarters levels is cited. The 
author, as well as many industry leaders, 
feels that the advantages of a career in food 
distribution have not been adequately presented 
to the potential labor force. Some apprehen- 
sion exists about the industry’s ability to at- 
tract future executive talent. 

This book is a thorough, up-to-date study 
of the supermarket industry that should prove 
rewarding to any serious student, worker, or 
observer of retailing. Even mature retailing 
executives who have lived through a good 
part of the subject matter of this book should 
profit from refreshing their memories and 
gaining perspective by reviewing in a few 
hours what took decades to evolve. 


ROY McGEADY 


Progressive Grocer Magazine 


SEEDS THAT GREW, by Joseph G. Knapp. 
(Hinsdale, New York: Anderson House, 1960. Pp. xvi, 535. $6.50.) 


Here’s a fascinating story—all 48 chapters. 
It’s a detailed account of one of the largest, 
as well as highly successful, farmer co-opera- 
tives in the United States. This is the Coopera- 
tive Grange League Federation Exchange, Inc., 
commonly called the G.L.F., with headquarters 
in Ithaca, New York. The book is far more 
than just a historical record of a big co-opera- 
tive—it is an interpretive analysis of the 
organization, management, and decision-mak- 
ing processes penned by a top professional 
man in his field, the administrator of the 
Farmer Cooperative Service, U.S.D.A. 

It is as though Dr. Knapp is taking his 
reader with him to a Board of Director’s 
meeting of the G.L.F., or to a conference with 
the manager, the executive committee, or to 
a salesmen’s conference, listening to the dis- 
cussions of vital issues, the pros and cons, 
and finally the decisions reached. He then takes 
the reader out of the room, sifts the significant 
from the trivia, and relates today’s action to 
policies previously decided, to the broad pur- 


poses for which the association was set up, 
and to a host of other relationships which 
only a_ skilled, well versed student of co- 
operatives and business generally could call 
to one’s attention. 

This volume shows,that a co-operative can 
become a mighty complex business organiza- 
tion, requiring much business “know how,” 
large sums of capital, and inspired, as well 
as somewhat dedicated, leadership. G.L.F., as 
Knapp so ably shows, was born of necessity 
(farmers in New York just couldn’t get decent 
feed, seed, and commercial fertilizer in the 
years before 1920), developed into a giant 
(almost 400 million dollar business) without 
entirely losing the “common touch,” and is 
just as alert today to adjusting to a changed 
and modern agriculture of the 1960s as the 
leadership of this co-op was to major problems 
facing farmers during the last 40 years. 

Certainly, the 118,000 farmer members, 100,- 
000 farmer and non-farmer nonmember pa- 
trons, and the 5,000 employees of G.L.F. might 
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very well have a special interest in learning 
hundreds of facts about their “own” 40-year- 
old company from reading this volume, but 
I feel that many others who know nothing, 
very little, or even considerable about co- 
operatives would gain much from it. Much 
attention is given to administrative problems 
and practices, not in the abstract, as an in- 
structor of co-operatives might discuss them, 
but as live issues facing management in a 
most practical manner. Teachers of co-opera- 
tives will find many interesting, if not sur- 
prising, things in the volume. For example, 
how did it happen that G.L.F. became the 
owner of capital stock in Mohawk Airlines, 
Inc., in a rural radio network, and in an oil 
refining company that almost cost the com- 
pany a loss of 13 to 15 million dollars? Why 
did the G.L.F. give up voluntarily its federal 
income tax exempt status in 1948? How was 
it possible for this co-op to run for 15 years 
before declaring any patronage refunds? And, 
what was the reaction of the members and 
patrons generally when the co-op in 1955 
declared a $5 a ton discount on feeds to mem- 
ber but not to nonmember patrons? This is 
just a sampling, but as Knapp takes you 


By David A. Revzan. 


Every one of the 24 chapters which make 
up this work mirrors the serious scholarship 
and erudition of its author. In many re- 
spects one could consider Wholesaling in Mar- 
keting Organization an extension of Dr. 
Revzan’s earlier text, Marketing: An Institu- 
tional Approach, which was co-authored by 
Professor Duddy to whom the present volume 
is dedicated. 

The term “marketing organization” in the 
title of this book could be somewhat mislead- 
ing. Organization here refers to the marketing 
system as an entity or, better yet, as a net- 
work of marketing institutions and channels. 
This book examines the place of wholesaling 
in the general marketing picture, both from 
the internal and the external view. One might 
argue that the author’s bias is toward the 
external aspects of wholesaling. Another way 
of saying the same thing would be to point 
out that Professor Revzan has used a “chan- 


The Managerial Battlefield ... 


WHOLESALING IN MARKETING ORGANIZATION, 


(New York: John Wiley & Sons, Inc., 1961. Pp. xv, 656. $10.50.) 


October, 1961 


behind the scenes, he literally introduces you 
to hundreds of such practical problems that 
management faces. 

The book tells the story of G.L.F. in five 
parts: The Rise of the G.L.F. 1900-20; Estab- 
lishing the Idea, 1920-30; Developing the 
Enterprise, 1930-40; Strengthening the Struc- 
ture, 1940-50; and Redesigning for Growth, 


* 1950-60. An enlightening foreword by Dr. 


E. G. Nourse (where he calls the G.L.F. “a 
monument to ‘Yankee ingenuity’ and rural 
independence”) and an appendix containing 
the articles of incorporation, a list of G.L.F. 
directors, price movements 1920-59, and G.L.F. 
financial statements and operating statistics 
complete the volume. I should add that the 
well-chosen, sharp, and clear-cut illustrations 
and the 18 graphs are valuable inclusions. 
Incidentally, the publishers deserve commenda- 
tion for their good work, too. 

This is a book worth reading and having. 
Dr. Knapp has made a worth-while contribu- 
tion to the literature on American co-opera- 
tive effort among farmers. 


MARVIN A. SCHAARS 


University of Wisconsin 


nel approach” where the marketing channel 
becomes the organizing concept. It is his way 
of viewing the external aspects of marketing 
organization in which various business units 
become linked together in some form of struc- 
tural design. 

While the managerial or internal aspects of 
wholesaling appear to be given less emphasis 
throughout the book, it cannot be said that 
this is a weakness. On the contrary, our au- 
thor has included many excellent policy chap- 
ters in the book but, in addition, he has 
managed to integrate the external with the 
internal. To understand how he has done this 
can best be explained by a brief quote which 
could be interpreted to be the basic viewpoint: 
“The channel is the managerial battlefield in 
which marketing strategy and marketing tac- 
tic activities of each business unit either suc- 
ceed or fail.” 

This book is composed of 24 chapters along 
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BOOK REVIEWS 


with appendix tables and chapter references. 
Chapters 1 through 6 deal with basic concepts 
and the wholesaling structure. Of particular 
merit is chapter 1 which reviews and sum- 
marizes all of the basic concepts in the field 
of wholesaling. Here is to be found some 
valuable new material such as the funnel con- 
cept of wholesaling, and linkages and block- 
ages in wholesaling. These concepts are key 
ideas for the analysis found in subsequent 
chapters. 

Chapter 7 is devoted to product assortments 
in wholesaling. This is followed by a chapter 
dealing with some general ideas concerning 
organization theory, structure, and policies. 
In this reviewer’s opinion, that chapter is 
somewhat misplaced because it deals primarily 
with policy considerations and should be 
used to introduce the policy chapters. The 
reader must go through two more chapters 
before reaching the next genuine management 
chapter, since chapter 9 is a discussion of 
criteria to be used in selecting a kind of 
wholesale business, and chapter 10 deals with 
the problem of selecting a proper location for 
a wholesaler. Unfortunately, chapter 9 is a 
weak treatment of a topic, which for this 
kind of text is of dubious value. 

Chapters 11 through 16 are policy chapters. 
There is one chapter on merchandising poli- 
cies, two on buying elements and policies, one 
on the non-price aspects of selling, and two 
on price policies and terms of sale. Subsequent 
to these six chapters come two rather unre- 
lated chapters treating matters which could 
be better positioned. Chapter 17 deals wtih 
storage and warehouse operations, while chap- 
ter 18 deals with financing. The insertion of 
these two chapters again interrupts the dis- 
cussion of the management view of whole- 
saling. Chapters 19 and 20 are concerned with 
problems of managerial control of marketing 
costs and profits and management co-ordina- 
tion and control policies. 

Business-government relations are covered 
in two chapters. The first one is entitled “Gov- 
ernment-Regulation: An Over-All Analysis,” 
and is a well-organized statement of the 
problem of social control along with its inher- 
ent dilemmas. Following this is a chapter ex- 
clusively devoted to discussion and critique 
of the Robinson-Patman Act. 

Some important trends taking place in the 
wholesale markets and a critical final review 
of wholesaling, both present and future, are 
the subjects of the final two chapters in the 
book. In the trend chapter the author restricts 
his discussion and analysis to the trends relat- 
ing to the functions and structure of the 
wholesale markets for agricultural, industrial, 
and consumer goods. One institutional trend 
is considered important enough to be included 
here, and that is the resurgence of the regular 
(orthodox) wholesaler. Revzan’s “final re- 


view” chapter is a succinct statement of his 
basic ideas which have served as bedrock for 
this whole book. In essence he reviews the 
conceptual framework for the analysis which 
has been presented in the preceding 23 chap- 
ters and gives the reader a preview of some 
(expected) important changes that will be 
forthcoming in wholesaling over the next 50 
years. 

Parts of this book should prove controver- 
sial to many readers because, in addition to 
being an excellent piece of exposition, it is 
a kind of polemic for Professor Revzan’s 
marketing philosophy. A basic assumption of 
the author is that wholesaling is the impor- 
tant sector of the “‘marketing organization.” 
Following this line of thought it is urged that 
ultimate consumer (retail) markets are of 
less significance than the wholesale or indus- 
trial goods markets. On the other side of this 
theoretical coin we find Dr. Revzan’s ideas 
on market competition and strategy. Here the 
marketing units compete through channel 
alternatives having particular geographical 
outreaches. Readers familiar with Duddy and 
Revzan’s earlier work will find nothing very 
new or shocking in these ideas. 

In spite of its many virtues, this text can- 
not be said to have no shortcomings. Each 
reader, of course, will have his own list, but 
this reviewer feels that a few important 
omissions and commissions are worth men- 
tioning. The author could have used more ac- 
tual case material, because the few cases that 
are used add measurably to the reader’s in- 
terest and understanding. Because of his bias 
in favor of the external aspects of wholesal- 
ing, Professor Revzan treats very weakly 
some of the new developments regarding 
management tools and techniques such as 
EDP, operation research, and inventory con- 
trol. 

One of the more disappointing parts of 
this book is the two chapters on business-gov- 
ernment relations. Unfortunately, the discus- 
sion and analysis presented is too general and 
not made to tie in with the problem of con- 
trolling the wholesaling sector. The author 
draws too heavily on Walton Hamilton and 
Corwin Edwards. Particularly disappointing 
is the failure to give any space to the specific 
problems of brokerage and advertising allow- 
ances. 

All in all, however, Wholesaling in Market- 
ing Organization can be considered a wel- 
come and a valuable contribution to market- 
ing literature. This book reflects, not only 
some of the best thinking available on a 
neglected subject area, but is an accolade to 
Dr. Revzan’s long years of serious hard work, 
scholarship, and affection for his subject 
matter. 

LAWRENCE X. TARPEY, SR. 
University of Kentucky 
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cut 3 to 6 months from 
your market test, with 


ACCELERATED 


repeat purchase patterns 


Mi In every one of the 252 test markets where Sell- 
ing Research, Inc., offers tailor made store audits, 
Custom Made Consumer Panels, Inc., a division of 
SRI, offers accelerated repeat purchase patterns. 
The list is known to every marketer. What test mar- 
keters are now to discover is the leverage obtained 
when repeat purchase patterns are accelerated. 


@ Think big, when you think of this leverage. Is 
your new product a success? You're in full distri- 
bution 3 to 6 months sooner. Will your product be 
copied? You're away, before the race starts. Will 
you deal? Your deal will have run its course, before 
competition has wheeled. 


M@ Think small, too. Accelerated repeat purchase 
ea cost little, for the benefits you gain. Custom 

ade Consumer Panels, Inc., constructs your panels 
for you alone. Investigation is deep, direct. Decisive. 
You know who buys what, how much. Where. 
When. All the essential buyer characteristics. And, 
you separate triers from buyers, 3 to 6 months 
sooner than by any other technique. 


M Accelerated repeat purchase patterns are another 
creative fulfillment of marketers’ needs, from SRI. 
Get the revealing facts, today. 


Custom Made 
Consumer Panels, Inc. 
a division of SELLING RESEARCH, INC. 


92 Liberty Street, New York 6, N. Y. 
134 South La Salle Street, Chicago 3, Ill. 
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Since February, 1957, 

MULTICARD SURVEY has been 
used a 2% million family market inter- 
views .. . an astounding volume! 


But unfortunately, many firms have been denied 
this low-cost cooperative mail interview service. The 
reason: Multicard has been limited to one mailing each quarter; not 


over 10 firms may participate in a single mailing; no competitive 
product or service can share a mailing. 


To satisfy the demand, beginning January 1, 1962, Multicard 
Survey is being scheduled EIGHT TIMES A YEAR on the 
following dates: 

JANUARY 1 APRIL 1 JULY 1 OCTOBER 1 
FEBRUARY 15 MAY 15 AUGUST 15 NOVEMBER 15 


The Multicard technique remains unchanged! Still your choice 
of a sample of 10,000 or 20,000 nationally-representative 
families . . . still 80% usable returns guaranteed . . . still 
the same strict protection of identity of each participant 
. and still no better way available to screen for users 
or chart market trends economically and on a con- 

tinuing basis! 
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Want to grow... but aren’t? 


If your company is looking for ways to 
expand markets, now is the time to 
use American AIRfreight. 


AlRfreight distribution can put you in new mar- 
kets overnight without costly capital investment. 
No need for new distribution centers because 
American’s 800 daily flights bring 3,042 markets 
as close as the nearest AlRfreight terminal. Re- 
sult: capital otherwise tied up in overhead is left 
free to work in other, more productive areas. 


Bobbie Brooks Inc., a Cleveland sportswear 
manufacturer, stafted using AlRfreight in 1959 
to reach over 300 new eastern markets. This was 
so successful, they’re now expanding by AIR- 
freight to the West Coast. Maybe AIRfreight is 
your answer. 

Consider AIRfreight—every profit-building as- 
pect. Remember more shippers move more freight 
on American than on any other airline in America. 
Ship with the professionals—call American AIR- 
freight. 


AMERICAN AIRLINES 


America’s Leading Cargo Airline 
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Watch for these Articles 
in Future Issues... 
of the JOURNAL OF MARKETING 


General Articles 


THE CHANGING CONSUMER MARKET: 1935-1959 Marcus Alexis 
THE RESEARCHER’S DILEMMA Leo Bogart 
SUPPLIERS, RETAILERS, AND SHELF SPACE _ James P. Cairns 
THE MARKETING ORIENTED DEVELOPMENT 

PROGRAM J. G. Crockett 
MARKET-POWER PROBLEMS OF AGRICULTURAL 

PRODUCERS Irving Dubov 
FRENCH RETAILING AND THE COMMON MARKET S. Watson Dunn 
COMPARISON OF A PSYCHOLOGICAL RESEARCH TECHNIQUE 

WITH VERBAL QUESTIONS James F. Engel and Hugh G. Wales 
MARKETING IN AUSTRALIA John S. Ewing 
AUTOMATION IN MARKETING Charles R. Goeldner 
A STUDY OF WHOLESALE TRADING AREAS Jac L. Goldstucker 
SENSITIVITY OF CORPORATE SALES TO 

INCOME CHANGES G. W. Groepper 
MANAGING NEW PRODUCTS IN A 

CHANGING MARKET Cyril C. Herrmann 
FERMENT IN MARKETING’S OLDEST AREA - J. L. Heskett 
IMPORTANT FACTORS IN EFFECTIVE ADVERTISING 

EXPENDITURES Alfred A. Kuehn 
THE ROLE OF MODELS IN MARKETING William Lazer 
THE DEVELOPMENT OF THE PUBLIC RELATIONS 

FUNCTION IN MARKETING Otto Lerbinger 
METHODS OF MEASURING MARKETING 

PRODUCTIVITY Kenneth A. Longman 
THE CHANGING ROLE OF U.S. WORLD TRADE L. F. McCollum 
DR. WEBER AND THE CONSUMER Richard Lee Miller 
NEW PRODUCTS NEED SPECIAL MANAGEMENT John H. Murphy 
SEVEN PRINCIPLES IN IMAGE FORMATION Bardin H. Nelson 
THE NEED FOR IMPROVED EFFICIENCY AND REDUCED 

COST IN MARKETING Donald W. Parker 
SOME MYTHS OF MASS MARKETING Peter G. Peterson 
MARKETING RESEARCH PRACTICES IN SOUTH AFRICA F. E. Radel 
REINTERVIEWS BY TELEPHONE Jay W. Schmiedeskamp 
FAMILY INCOME AND SPENDING CAPACITY Thomas T. Semon 
THE SIGNIFICANCE OF IMPULSE BUYING TODAY Hawkins Stern 
LAUNCHING YOUR PRODUCT IN BELGIUM Albert B. Stridsberg 
HOW TO MEASURE SALES AGAINST MARKET 

POTENTIAL Kenneth R. Telfer 
SOME OF THE PEOPLE CAN FOOL YOU 

SOME OF THE TIME William D. Wells and Joel Dames 
FACTORIAL DESIGN—AID TO MANAGEMENT Kenneth P. Uhl 
HOW EXTENSIVE THE PLANNING AND 

DEVELOPMENT PROGRAM? Robert E. Weigand 


Forum Articles 


CORPORATE IMAGES ONLY PARTIALLY STEREOTYPES Edward W. Hill 
A RAPID METHOD TO DETECT DIFFERENCES IN 

INTERVIEWER PERFORMANCE Jean Namias 
ARE AUTOMOBILE DEALERS GOOD JUDGES OF 

ADVERTISING MEDIA ALLOCATIONS? Frank E. Orenstein 


f 

Re 

- 

T 


RONALD books for marketing courses .. . 


MARKETING MANAGEMENT 


KENNETH R. DAVIS, Dartmouth College 


Integrating text material with fully developed, 
carefully constructed cases, this new book 
presents the basic concepts of marketing from 
the management viewpoint. It provides a 
sound background for the development of 
analytica] skill in the solution of marketing 
problems based on actual business situations. 


All areas of marketing are covered; the na- 
ture, scope, and complexity of decision-mak- 
ing processes are emphasi ghout, 
descriptive material, lengthy historical dis- 
cussion, and detailed coverage of functional 
areas are kept to a minimum. JInstructor’s 

anual available, 1961. 824 pp. $8.00 


SALES PROMOTION -second Edition 


ALFRED GROSS, New York University 


A detailed treatment of principles and 
methods for intensifying marketing effort. 
This new book describes sales promotion on 
three levels: working with the dealer, stimu- 
lating demand, and supplementing sales and 
advertising programs within the company's 
own marketing division. Second Edition 


covers distribution of durable and non-durable 
goods, services, supplies and equipment, lux- 
ury items, etc. Thought-provoking case-prob- 
lems and question materials involve the stu- 
dent in problem-solving situations. 2nd Ed., 
1961. 504 pp. $8.50 


ADVERTISING -third Edition 


ALBERT WESLEY FREY, Professor of Marketing, 
University of Pittsburgh 


This outstanding new book discusses the 
principal problems faced by advertisers and 
advertising agencies, as well as the approaches, 
policies and procedures used by them in 
realizing profitable solutions. Relating ad- 
vertising to other key factors in the market- 
ing program, book follows an analytical, cre- 


ative approach; discusses the important ele- 
ments underlying the decision-making process. 
Numerous illustrations and discussion ques- 
tions and problems after each chapter. In- 
structor’s Manual available. 3rd Ed., 1961. 
600 pp. $7.50 


MARKET AND SALES POTENTIALS 


FRANCIS E. HUMMEL, Manager of Marketing, 
The Bassick Company, Div. of Stewart-Warner Corporation 


Just Published! Fully tested in the market 
place, this book examines today’s scientific 
marketing methods for pinpointing potential 
customers in any geographical area, for any 
type of product—consumer or industrial. It 
details the various methods of calculating ter- 
ritorial potentials and describes the ways in 
which these data can be used by marketing 
management in planning and controlling 


quotas and compensation schemes, in deter- 
mining proper trade channels, and in gaug- 
ing the most effective advertising mix with 
which to back a firm’s selling efforts. Case 
studies illustrate methods of calculating po- 
tentials and their application to common 
problems in market determination. 1961. 


Illus., 344 pp. $7.50 


THE RONALD PRESS COMPANY 


15 East 26th Street, New York 10, New York 
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3 THE STATISTICAL MARK OF EXCELLENCE 


Kescauh ? 


Here is a problem-solving research service that 
translates your thinking into well planned questionnaires 
—then backs up this all-important assistance with 
responsible processing and precise reporting. No 
assignment is ever “lost in the shuffle.” Whether your 
work involves 500 or 5,000,000 cards, you will 
receive the close professional supervision and sensitive 
understanding that STATISTICAL has acquired 
through long experience in working on both 
client and agency research problems. 

We welcome the challenge of the most sophisticated 
assignments because we have trained researd 
personnel and latest electronic facilities in our 
coast-to-coast network of data-processing and computer 
centers. Whether your task is simple—or the highest 
order of research—you can count on speed 
and accuracy at minimum cost at STATISTICAL. 


sic Established 1933 


TABULATING CORPORATION 


NATIONAL HEADQUARTERS: 
104 South Michigan Avenue, Chicago 3, Illinois 


OFFICES IN PRINCIPAL CITIES—COAST TO COAST 
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If you don’t know P, 
you're only guessing at 
(Here is a ready tool that enables 


# = your market penetration 
S = your sales in dollars 
P = your market potential 


building products manufacturers to 
arrive at arealistic picture of both.) 


Sales figures alone — even if they are rising — aren’t a reliable index of 
success. For if potential is growing faster than your sales, you are actually 
losing ground, not gaining, because your share of market is shrinking. 

Many of the leading companies that sell the new construction industry 
purchase Dodge Construction Contract Statistics to help get a reliable pic- 
ture of their performance. They use these figures to determine their true 
potential in terms of actual market activity — which provides a simple basis 
for measuring sales penetration. And they can do this for their specific sales 
territories or distribution areas. 

Dodge Statistics are issued every month, and can be tailored for the 
specific areas you sell — for just the types of projects using your products. 
Write for full details. 


F. W. DODGE CORPORATION 
} CONSTRUCTION CONTRACT STATISTICS 
ae 119 West 40th Street, Dept. JAMA 71, New York 18, N. Y. 


A New Title... 
*>MARKETING 


AN INTEGRATED, ANALYTICAL APPROACH 


By Weldon J. Taylor Roy T. Shaw 
Brigham Young University University of Utah 


Here is a book that will be welcomed by those seeking an enriched and 
broader analytical approach to marketing. It provides a conceptual view 
of marketing as a process that is integrated with all business activities. 
The integrated approach encourages the student to adopt analytical pat- 
terns of thinking regarding marketing problems. He learns to bring 
psychological, social, political, and economic forces into realistic focus in 
arriving at a solution. The language of business management is used 
throughout the context of the book. 


SOUTH-WESTERN PUBLISHING CO. 


(Specialists in Business and Economic Education) 
CINCINNATI 27, NEW ROCHELLE, N. Y., CHICAGO 5, BURLINGAME, CALIF., DALLAS 2 
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PROCEEDINGS OF 
ANOTHER FINE 
MARKETING 
CONFERENCE 

... FOR YOUR 
MARKETING LIBRARY 


Just released—EFFECTIVE MARKETING 

COORDINATION—containing 69 papers 

presented at the 44th National Conference 

of the American Marketing Association held 

in Los Angeles, June 19-21, 1961. 
Subjects 


Long-Range 
MARKETING Plans 


Controlling the 
CONTROLLABLE Variables 


Dealing with the 
NON-CONTROLLABLE Variables 


Coordinating 
MARKETING RESEARCH 
within the Marketing Function 


11 Special Interest 
Sessions 


Edited by: GEORGE L. BAKER, JR., 
University of Southern California 


Non-Members . .... . . $7.50 


Order from 


AMERICAN 


MARKETING ASSOCIATION 
27 East Monroe Street 
Chicago 3, Ill. 


THE 

VITALITY 

DYNAMIC 

FIELD 
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ARKETING RESEARCH, 2nd edition 


by DAVID J. LUCK, Stanford Research Institute; HUGH G. 
WALES, University of Illinois; and DONALD TAYLOR, Michi- 
gan State University 


Built around the decision-making process and inclusive of research man- 
agement, this forward-looking text places research in its true context. The 
new edition, while retaining the logical research approach of the earlier 
text, has been revised and expanded to include the most recent advances 
in marketing research techniques and their latest areas of application. 
Case problems, new in the Second Edition, provide students with a realistic 
background for practical applications. And a simplification and reorganiza- 
tion of sampling now assures an adequate understanding of the topic, even 
for students with a limited mathematical background. 


1961 544 pp. Text price: $8.50 


SELECTED CASES IN MARKETING MANAGEMENT 
by DAVID E. FAVILLE, Stanford University 


Faville’s new book is especially designed to stimulate creative thinking 
among marketing students—the type of thinking needed to meet the chal- 
lenge of ever-changing conditions. 

Organized in accordance with the most recent concepts of teaching meth- 
odology in this field, the book includes such often neglected products. 
Each case is based on actual company experience and is calculated to de- 
velop student capacity for analysis. 

A Teacher’s Manual is available upon adoption. 


1961 842 pp. Text price: $4.95 


SUCCESSFUL SALESMANSHIP, 4th edition 
by Ivey and Horvath 


revised by WAYLAND A. TONNING, Memphis State University 
Thoroughly revised and up-dated to meet the trend toward complexity of 
products and services, SUCCESSFUL SALESMANSHIP, 4th ed., retains 
the time-tested principles which have made this text a standard for twenty- 
three years. 

Revised and rewritten sections bring the material up-to-date, present 
recent examples, ard incorporate problem-solving as an important concept. 


In addition, communications receive extensive consideration in this new 
edition through the behavioral sciences. 


1961 454 pp. Text price: $6.95 


MARKETING RESEARCH: Applications, Procedures, 
and Cases 


by JOHN P. ALEVIZOS, Boston University 


This stimulating study of marketing research offers a clear understanding 
of the methods and procedures used in the collection, analysis, and inter- 
pretation of marketing data. Following a general introduction to and 
definition of marketing research, the author provides the necessary tools 
for the development of a scientific and systematic approach to marketing. 
Case studies, drawn from the files of Ford, DuPont, Gensel Electric, and 
others, point up the value of various techniques and offer students a sense 
of participation in marketing analysis. 


An Instructor’s Manual is available upon adoption. 


1959 676 pp. Text price: $8.50 
For approval copies, write: Box 903 


PRENTICE-HALL, INC., Englewood Cliffs, N. J. 
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HERE ARE SOME 
‘HIGHLIGHTS of the 
‘contents that have 
made the E&P 
-MARKET GUIDE an 
‘essential marketing 
reference library 

for 37 years vee 


¢ Final 1960 Census data on population 
and individual income for 50 states 
and all Canadian provinces, 3,134 
counties, plus individual daily 
newspaper markets in U.S. and 
Canada . . . plus all 215 standard 
metropolitan areas. 


¢ 1962 E&P estimates on population 
and individual income for 50 states 
1960 final figures for all above areas. 


Latest retail sales data for all above 
markets, plus 1962 E&P estimates... 
for all 9 major retail sales 
classifications, plus total retail sales. 


© Additional retail sales data, with 
number of retail establishments, 
shopping centers, shopping days, etc. 


© Over 1,500 individual standard 
market surveys, with data on location, 
housing, transportation, utilities, 
climate, industry, retailing, and 
newspapers. 


e Exclusive Market Guide state maps. 


© Per capita and per family income 
figures for current year (1961) for all 
daily newspaper markets, counties, 
states, metropolitan areas. 


© Banking data for all newspaper 
markets—deposits in commercial and 
savings banks, savings and loan assns 


© Farm data for all U.S. counties — 
number of farms, value of crops and 
livestock. 


Current, Complete, Accurate Information 
— The Key To 1500 Daily Newspaper Markets 


The 37th annual E& P MARKET GUIDE ics a one- 
volume reference library which meets your day- 
to-day requirements for complete data on the na- 
tion’s most important markets — and the news- 
papers that reach these markets. 


The MARKET GUIDE is compact, easy to use— 
a single source for all you need to know about 1500 
markets in the U.S. and Canada. The new GUIDE 
marks the important population shifts and rapid 
growth areas—radical changes in selling markets 
and the daily newspapers serving these markets. 


Don’t rely on out-dated information for vital mar- 


keting decisions . . . be sure to reserve your copies 
of the 1962 MARKET GUIDE foday! 


INDICATE NUMBER OF COPIES YOU WISH 
RESERVED AND MAIL RESERVATION FORM TODAY 


EDITOR & PUBLISHER 1962 MARKET GUIDE 
850 Third Avenue, New York 22, N. Y. 


Please reserve... copies of the 1962 MARKET 
GUIDE @ $10 per copy. Total cost of $ 
is enclosed.* 


ADDRESS ..... 


CITY... 
*We will, pay postage on pre-paid orders! 


‘ 
Reserve Your Copies NOW! 
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From October, 1960, issue 
The Dilemma of Creative Advertising,” 
Politz. 

“How Many Contest Entries Spell Suc- 
cess?” Pomerance. 

“Marketing in India,” Westfall and Boyd. 

“Operations Research in Making Market- 
ing Decisions,” Magee. 

“Interdisciplinary Horizons in Marketing,” 
Lazer and Kelley. 

“Early Prediction of Market Success for 
New Grocery Products,” Fourt and Wood- 
lock. 

“Airfreight from a Marketing Viewpoint,” 
Shutes. 

“The Impact of Some Regional Shopping 
Centers,” Pratt and Pratt. 

“The Sales Territory As a Fixed Asset,” 
Schiff. 

“A Study of Trade Name Confusion,” Weitz. 

“Sample Surveys for Legal Evidence,” Tep- 
ping and Wittreich. 

“The Evolving Downtown-Suburban Retai! 
Pattern,” Hindersman. 


From January, 1961, issue 
“A New Profession to Aid Marketing Man- 
agement,” Harper. 
“How to Design Sales Territories,” Talley. 
“A New Approach to Sales Forecasting and 
Production Scheduling,” Parkany. 
“Organizing Industrial Sales for Profit,” 


Allen. 

“Market Segmentation and Marketing 
Mixes,” Bowman and McCormick. 

“Operations Research in Solving a Market- 
ing Problem,” Cross. 

“Which Automobiles Will Be Here Tomor- 
row?” Holloway. 

“A Revised Concept of the Consumer's Co- 
operative,” Bell. 

“Information Sources on Foreign Market- 
Abbott. 

“The Changing Middle East Market.” Stew- 
art. 
“Deliberations of a Chain Grocery Buying 
Committee,” Hileman and Rosenstein. 
“How Important Is the Chain Store Buying 
Committee?” Gordon. 

“How Much of the Corporate Image Is 
Stereotype?” Tucker. 

“Temporal Interrelations of Consumer De- 
cision,” Atrill. 

“Selective Response Factors in Tourist Sur- 
veys,” Peters. 


Single reprint $1.00 


Three reprints 
Two reprints 1.50 


Reprints of Your Favorite Articles from the 


JOURNAL OF MARKETING 


May be ordered now at $1.00 per copy 


Four to 99, each 


From April, 1961, issue 

“Seven Tenets of Creative Research,” 
Dichter. 

“The Impact of thd St. Lawrence Seaway 
on Marketing Patterns,” Roepke. 

“The Missing 80,000 Towns,” MacNeal. 

“Full Cycle for Self-Service?” Regan. 

“Competitive Pricing in Railroad Freight 
Rates,”’ Dean. 

“Fitting the Semantic Differential to the 
Marketing Problem,” Mindak. 

“Marketing Research Practices and Prob- 
lems in Japan,” Hirata, Fukushima, Omn- 
ro, Shiosaki, Takeda. 

“The Military Research-and-Development 
Market,” Weidenbaum. 

“Progress in Deriving ‘Marketing Laws,’ ” 
Butler. 

“Behavioral Principles in Salesmanship 
Courses,” Shaw. 

“The Most Profitable Market Share Objec- 
tives,” Slater. 

“Structured or Unstructured Techniques?” 
Walters. 

“Frame of Reference of Image Responses,” 
Greenberg. 

“Further Pinpointing of Prospects for In- 
dustrial Sales,” Lieberman. 


From July, 1961, issue 

“How Much Control Can Business Endure?” 
Kintner. 

“The Marketing Structure in the Soviet 
Union,” Goldman. 

“The Role of the Rack Jobber.” Sheeran. 

“What Shall We Do About Advertising?” 
Lazo. 

“Selling the Tropical African Market,” 
Marcus. 

“Portfolio Tests—Are They Here to Stay?” 
Maloney. 

“A Technique to Measure Purchase In- 
fluences,” Purvis and Greene. 

“Price Cutting and Monopoly Power,” 
3rooks. 

“Five Fallacies About Women,” Stearns. 

“Anthropology’s Contributions to Market- 
ing,” Winick. 

“A Credo to Replace Dichter’s ‘Tenets,’ 
Klass. 

“Testing Less Desirable Product Possibili- 
ties,” Benson and Pilgrim. 

“Use of a Scaling Technique in Surveys,” 
Crespi. 


Reprints of all articles are available at the following prices (ax long as the supply lasts) : 


$1.80 First 100 $40.00 
50 Additional 100s, each 20.00 


(Special prices for large quantities) 


Send your order to: American Marketing Association, 27 East Monroe Street, Chicago 3. 
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COLLEGE 
DIVISION 


ADVERTISING 


By JOHN S. WRIGHT, Northwestern University, and DANIEL S. 
WARNER, University of Washington. McGraw-Hill Series in Mar- 
keting and Advertising. Available in January, 1962. 


This text, the first of its kind to fuse the efforts of a professor of marketing and a 

professor of advertising, is intended for a first course in advertising fundamentals. 

The basic principles and viewpoints of advertising are approached with equal emphasis ” 
on marketing and communications. Discussions of technical topics are limited to the 

essential information required for an understanding of the problems involved. Adver- 

tising in introduced against a background of international cultural conditions and 

human behavior, with the primary objective of presenting advertising as an important 

social and economic institution. 


PROBLEMS IN MARKETING, Third Edition 


By MILTON P. BROWN, WILLIAM ENGLAND, J. B. MATHEWS, 
Harvard University. Ready in September, 1961. 


A revision of a well-known Harvard Casebook. As with previous editions, this book 
can best be used along with a textbook in either highly sophisticated introductory 
marketing courses or else in such courses as Marketing Policy, Marketing Management, 
and Advanced Marketing. Almost 50% of the cases are entirely new. The direction 
of the revision has been te cover fewer cases in greater depth. 


MERCHANDISING FOR TOMORROW 


By E. B. WEISS, Doyle, Dane & Bernbach. McGraw-Hill Series in 
Marketing and Advertising. 381 pages, $7.50. 


This book charts the important trends that must be weighed when planning merchan- 
dising programs in the next few years and provides a check list of 500 tested 
merchandising ideas which can be adapted to these trends. An imaginative and 
stimulating book by a man who has predicted and charted many of the great merchan- 
dising trends of the last two decades. 


MANAGEMENT IN MARKETING 


By HECTOR LAZO and ARNOLD CORBIN, New York University. 
McGraw-Hill Series in Marketing and Advertising. 688 pages, $8.50. 


This book deals with the application of such basic managerial concepts as planning, 
organization, control, and integration within the substantive field of marketing and 
its major functional areas: marketing research, product planning, sales, advertising, 
traffic and inventory management, physical distribution. The subject is approached 
from the manager’s point of view. 


MODERN MARKETING MANAGEMENT: An Integrated Approach 
By FERDINAND F. MAUSER, Wayne State University..McGraw- 
Hill Series in Marketing and Advertising. 502 pages, $7.95. 
An advanced undergraduate and graduate level text presenting marketing management 
in a lively and thought-provoking manner in terms of decision-making on the 
operational levels of business. The emphasis is on relationships, analysis, strategy 
and tactics involved in building and executing the operational management program 
so the goal of profit maximization can be reached. 


‘SEND FOR 
COPIES ON McGraw-Hill Boo! Company, Ine. 


APPROVAL 330 West 42nd St., N. Y. 36, N. Y. 
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